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INTRODUCTION 


In  Conflict  in  the  Far  East  1931-1932,  a pamphlet  prepared  by  the 
staff  of  the  American  Council,  an  attempt  was  made  to  describe  the 
course  of  recent  events  in  Manchuria,  China  and  Japan,  together  with 
some  of  their  causes  and  their  international  implications.  It  was  writ- 
ten for  a specific  purpose  in  adult  educational  work,  for  use  in  the 
study  of  international  relations  within  the  United  States. 

The  present  pamphlet  is  an  attempt  to  develop  further  an  analysis 
which  was  only  suggested  in  the  first.  This  analysis  is  based  on  a 
recognition  of  the  fallacies  involved  in  speaking  of  "national  interests” 
in  foreign  affairs.  Trade  takes  place  not  between  nations  but  between 
individuals  and  groups.  Similarly,  it  may  be  argued,  international  con- 
flict has  its  roots  in  domestic  group  relationships  rather  than  in  the 
foreign  policies  of  governments  which  result  from  these  domestic 
forces.  To  speak  of  "Japan’s  interests”  in  Manchuria  or  of  "China’s 
rights”  in  that  area  is  primarily  a convenient  simplification  of  language. 
It  has,  however,  resulted  in  a confusion  of  thinking,  the  dangers  of 
which  have  become  only  too  apparent  in  the  present  Far  Eastern 
situation. 

It  has  not  been  intended  in  any  way  to  underestimate  the  impor- 
tance of  study  of  the  political  and  economic  objectives  of  national 
governments  as  they  take  form  in  foreign  relations.  The  first  pamphlet. 
Conflict  in  the  Far  East  1931-1932,  provides  an  essential  background 
for  the  approach  which  is  attempted  here.  The  present  study,  however, 
is  postulated  on  the  hypothesis  that  national  policies  are  the  crystalliza- 
tion and  reflection  of  group  interests  within  each  nation,  and  on  the 
further  assumption  that  control  of  international  conflict  demands  a 
realistic  understanding  of  these  interests.  The  inadequacies  of  this 
study,  in  so  far  as  they  reveal  the  paucity  of  material  with  which  to 
understand  the  relative  power  of  dominant  groups  in  China  and  Japan, 
demonstrate  the  neglect  of  this  method  of  study  with  respect  to  the  Far 
Eastern  conflict.  Comments  and  criticisms  of  this  pamphlet  are  in- 
vited in  the  hope  that  they  may  be  considered  prior  to  a second 
printing. 
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GROUP  INTERESTS  IN  JAPAN 


Neither  the  difficulties  in  which  Japan  found  itself  in  the  months 
immediately  preceding  the  outbreak  of  conflict  in  September,  1931, 
nor  its  present  attitude  toward  "Manchukuo”  and  toward  the  recom- 
mendations of  the  Lytton  Commission  can  be  understood  without  refer- 
ence to  the  fundamental  circumstances  which  have  determined  Japanese 
policy.  Only  those  whose  opinions  are  founded  on  nothing  more  sub- 
stantial than  emotional  prejudice  and  who  are  thus  unable  or  unwilling 
to  study  the  problem  can  fail  to  recognize  that  Japan  was  faced  with  a 
very  real  problem  in  the  summer  of  1931.  Whether  or  not  one  con- 
demns the  Japanese  for  the  method  which  they  adopted  for  its  solution, 
it  is  clear  that  comprehension  of  that  problem  is  essential  if  we  are  to 
examine  the  present  Japanese  attitude  with  intelligence. 

japan’s  basic  problem 

In  order  to  understand  the  complicated  forces  which  operated  to 
make  this  problem  decisive  in  the  fall  of  1931,  it  is  necessary  first  of 
all  to  consider  the  situation  within  Japan.  Here  the  problem  differed 
only  in  degree  from  that  faced  by  every  modern  nation,  the  problem  of 
producing  wealth  and  distributing  it  among  the  people.  Certain  fac- 
tors, which  are  about  to  be  considered,  combined  to  make  this  problem 
peculiarly  acute  for  Japan  at  this  time.  In  essence,  however,  the  con- 
flict of  interests  struggling  for  a share  of  national  wealth  lies  at  the 
base  of  any  national  policy.  Foreign  politics  as  well  as  domestic 
politics  in  Japan  in  1931  were  motivated  by  the  tangled  aspirations  of 
different  classes  and  different  groups  for  economic  livelihood.  Eco- 
nomic nationalism  abroad  and  the  increasing  depression  at  home  made 
this  conflict  every  day  more  severe,  and  its  political  symptoms  grew  in 
direct  proportion. 

Japan’s  difficulty  in  finding  a satisfactory  policy  to  meet  this  basic 
question — of  production  and  distribution  of  wealth — has  been  par- 
ticularly aggravated  by  geographic  factors.  The  amount  of  arable 
land  and  the  value  of  mineral  resources  in  relation  to  population  are 
unusually  small  in  Japan.  The  density  of  population  in  Japan  proper 
is  437  people  to  the  square  mile,  a density  exceeded  only  by  three  other 
countries,  Belgium,  England,  and  Holland. In  the  United  States  this 
density  is  exceeded  only  by  the  states  of  Rhode  Island,  Massachusetts 
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and  New  Jersey.  But  that  is  only  half  the  story.  The  mountainous 
formation  of  Japan  makes  an  unusually  small  proportion  of  the  land 
suitable  for  agriculture.  Of  Japan’s  already  crowded  area  only  about 
16%  is  arable. The  number  of  people,  therefore,  who  must  live  off 
each  square  mile  of  Japan’s  agricultural  land  is  2,774.  This  figure 
compares  with  1,479  for  China  (omitting  Outer  Mongolia  and  Farther 
Tibet)  and  532  for  India. 

In  regard  to  the  basic  resources  for  industrialization,  iron  ore,  coal 
and  petroleum,  scarcity  is  also  the  key-note  of  Japan’s  position.  The 
total  known  resources  of  iron  ore  in  Japan  proper,  it  has  been  estimated, 
would  supply  the  blast  furnaces  in  the  United  States  for  slightly  more 
than  one  year.  Since  much  of  the  Japanese  ore  is  of  poor  quality,  that 
portion  which  is  utilizable  would  supply  our  furnaces  for  only  six 
months.'®^  In  regard  to  coal  reserves  Japan  ranks  far  below  other 
industrial  countries  with  the  exception  of  Italy.  Compared  with  per 
capita  reserves  in  the  United  Kingdom  of  4,070  tons  and  in  the  United 
States  of  27,501  tons,  Japan  has  only  118  tons  per  capita. Japan’s 
stores  of  petroleum  show  a similar  deficiency,  its  total  annual  produc- 
tion being  only  about  70%  of  the  output  of  the  United  States  in  a 
single  day.  Japan’s  petroleum  reserves,  it  has  been  estimated,  will  last 
only  twenty-five  or  thirty  years  at  the  present  rate  of  consumption.^®’ 
The  significance  of  these  facts  will  become  evident  when  we  discover 
the  importance  of  industrialization  in  Japan’s  present  policy. 

In  addition  to  its  small  territory  and  to  its  poor  reserves  of  basic 
resources,  Japan  is  faced  with  a rapidly  increasing  population.  For 
the  last  ten  years  the  population  of  Japan  proper  has  annually  increased 
by  between  750,000  and  950,000.'®’  The  migration  of  Japanese  to 
other  countries  has  been  no  solution  to  the  congestion  and  economic 
pressure  resulting  from  this  increase.  During  the  decade  of  the  largest 
emigration  from  Japan,  1910-1919,  the  total  number  leaving  the  coun- 
try was  155,000  while  the  population  increased  over  the  same  period 
by  5,849,000.''^’  Although  certain  experts  find  signs  of  a less  rapid 
increase  in  the  future,  the  Japanese  have  every  reason  to  be  gravely 
concerned  over  this  problem. 


Industry  or  Agriculture 

Two  alternative  solutions  for  the  support  of  its  population  have 
been  open  to  Japan.  One  involved  a continued  low  standard  of  living 
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in  a predominantly  agricultural  economy,  the  other  held  promise  o£  a 
rising  standard  of  living  in  an  industrial  society. 

Japan  could  have  chosen  to  supply  the  needs  of  a simple  and  cul- 
turally limited  community  by  throwing  all  its  energies  into  the  produc- 
tion of  enough  food  in  Japan  to  support  the  population.  In  that  case 
it  would  have  been  necessary  to  impose  higher  and  higher  tariffs  on 
foodstuffs  to  maintain  the  market  for  agricultural  goods  grown  in 
Japan,  and  to  depend  on  emigration  to  take  care  of  a small  increase 
in  population.  In  a purely  agricultural  society  without  cities  and  fac- 
tories to  absorb  surplus  rural  population  and  with  a continuing  low 
standard  of  living,  the  population  of  Japan  would  probably  not  have 
increased  as  it  has. 

The  second  alternative  was  a process  of  rapid  industrialization  bring- 
ing with  it  the  more  varied  life  of  a modern  industrialized  society,  a 
rising  standard  of  living,  and  a rapidly  increasing  population.  The 
problems  which  such  a solution  implied  were  those  common  to  the 
modern  world,  particularly  weighted  by  Japan’s  economic  situation: 
increasing  dependence  on  foreign  countries  for  food  supplies,  govern- 
ment support  of  fledgeling  industries  and  the  sacrifice  of  agricultural 
interests,  competition  with  other  nations  for  sources  of  raw  materials, 
and  the  driving  need  for  rich  and  growing  markets  to  absorb  the 
products  of  industry. 

The  Shift  After  1868 

Actually,  Japan  has  followed  neither  course.  The  island  empire  is 
today  no  longer  a primarily  agricultural  country  and  not  yet  an  inde- 
pendent industrial  unit.  The  control  of  power  in  the  last  generation 
in  Japan  has  been  in  the  hands  of  those  who  wished  to  industrialize 
the  nation.  Led  by  the  Meiji  statesmen  who  brought  Japan  in  1868 
from  isolation  into  the 'mainstream  of  modern  commerce,  certain  small 
but  powerful  groups  have  thrown  the  weight  of  modern  finance  and 
heavy  industry  behind  a program  aimed  at  industrial  self-sufficiency. 
Japanese  factories  now  manufacture  many  of  the  finished  products 
formerly  purchased  in  the  United  States,  Great  Britain  or  Germany. 
A merchant  marine,  smaller  only  than  those  of  England  and  the  United 
States,  has  carried  Japanese  goods  to  the  far  corners  of  the  world. 
The  Japanese  textile  industry  has  taken  the  lead  away  from  Great 
Britain  in  supplying  goods  to  China  and  has  made  such  headway  in 
selling  goods  in  India  that  a tariff  had  to  be  instituted  to  protect  lx)th 
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the  local  Indian  textiles  and  the  Lancashire  exporters.  Increasingly, 
Japan  proper  has  become  dependent  on  foreign  sources  for  essential 
food  supplies;  rice,  the  principal  crop  of  Japan,  must  today  be  imported 
in  growing  amounts. 

The  shift,  however,  from  an  agricultural  to  an  industrial  economy 
has  been  far  from  complete.  Of  the  67,000,000  people  of  Japan,  less 
than  10%  are  dependent  for  their  livelihood  on  factories  employing 
more  than  five  workers. It  is  true  that  Japanese  farmers  who  grow 
silk  have  become  closely  dependent  on  the  foreign  market  for  that 
commodity.  At  the  same  time,  it  is  also  true  that  large  sections  of  the 
Japanese  people  have  been  relatively  little  affected  by  the  forces  of 
modern  industry.  Agricultural  and  small  trading  operations  engage 
the  bulk  of  Japanese  labor,  and  the  forces  which  have  built  the  modern 
city  of  Tokyo  or  the  impressive  ships  of  the  N.  Y.  K.  line  have  yet  to 
filter  through  to  the  great  mass  of  the  population. 

Two  principal  results  of  this  partial  transition  to  industrialism  have 
an  enormous  significance  for  Japan’s  foreign  policy.  The  first  is  the 
extent  to  which  Japan  has  become  dependent  on  foreign  nations  for 
foodstuffs,  raw  materials  and  markets.  The  second  is  the  large  control 
which  has  been  vested  in  the  hands  of  a relatively  small  class  of 
bankers  and  industrialists.  Both  of  these  factors  are  more  important 
to  an  understanding  of  Japanese  foreign  policy  than  all  the  bandits  in 
Manchuria.  The  various  plans  which  are  being  advanced  in  Japan  for 
a solution  of  the  current  conflict  in  Manchuria  can  similarly  be 
appraised  only  in  reference  to  the  compelling  forces  of  world  com- 
merce and  to  the  economic  stratification  at  home,  both  of  which  have 
inevitably  come  with  the  new  machines  and  skills  Japan  has  developed 
since  1868. 

DEPENDENCE  ON  FOREIGN  COUNTRIES 

Even  with  far  larger  domestic  resources  of  land,  coal  and  iron,  it 
is  probable  that  a program  of  industrialization  could  have  had  no  other 
result  for  Japan  than  a constantly  growing  contact  with  other  nations. 
These  geographic  factors  have  only  hastened  and  accentuated  the 
process.  The  Japanese  Government  has  devoted  large  grants  to  the 
reclamation  of  unused  land,  but  it  has  been  impossible  to  keep  pace 
with  the  demands  of  its  increasing  population.  From  1913  to  1917, 
95.3%  of  the  rice  consumed  in  Japan  was  grown  at  home,  from  1918 
to  1922  this  figure  fell  to  90.8%,  and  in  1929  it  had  further  decreased 
to  84.5%.^^®’  Rice  is  the  staple  food  of  the  Japanese,  and  this  trend  is 
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even  more  narked  in  some  other  foodstuffs  and  in  the  commodities 
required  by  Japanese  industries.  The  situation  has  been  well  sum- 
marized by  Dr.  Philip  G.  Wright,  who  in  a study  of  "American  Tariff 
and  Oriental  Trade”  undertaken  for  the  Institute  of  Pacific  Relations, 
has  said:  "The  success  of  her  (Japan’s)  program  of  industrialization 
depends  not  only  upon  her  own  volition  and  her  own  commercial  poli- 
cies but  also  to  an  unusual  degree  upon  the  action  of  other  countries 
over  which  she  has  no  control.  Industrialization  in  her  case  means 
exchanging  an  increasing  quantity  of  exports  of  manufactured  goods 
or  raw  materials  for  an  increasing  quantity  of  foodstuffs,  derived  from 
abroad;  and  more  than  this,  her  exports  of  manufactured  goods  must 
in  her  case  be  sufficient  to  buy  not  only  the  increasing  imports  of  food, 
but  also  many  of  the  most  important  raw  materials  of  which  these  very 
goods  are  manufactured.” 

Balance  of  Payments 

In  order  to  pay  for  these  increasing  imports  of  foodstuffs  and  indus- 
trial raw  materials,  Japan  has  faced  the  necessity  of  stimulating  exports 
of  finished  products.  The  large  sums  earned  abroad  by  Japanese  ship- 
ping and  insurance  companies,  together  with  other  invisible  exports 
such  as  the  expenditure  of  tourists  in  Japan,  help  considerably  to  meet 
the  cost  of  imports.  It  is  also  true  that  by  borrowing  abroad  it  has 
been  possible  for  Japan  to  defer  payment  on  a considerable  portion  of 
her  imports.  Over  any  long  period  of  time,  however,  the  operation  of 
a nation’s  foreign  balance  sheet  is  remorseless.  If  its  imports  of  goods 
and  services  are  in  excess  of  its  exports,  the  deficit  can  be  met  only  out 
of  reserves  or  by  piling  up  the  national  foreign  debt.  This  latter 
expedient  has  certain  very  special  dangers,  and  is  at  best  a short-term 
possibility. 

The  history  of  Japan’s  foreign  debt  is  the  best  illustration  of  the 
reality  this  problem  has  had  for  that  country’s  financial  leaders.  Dur- 
ing the  first  thirty  years  after  1868,  when  the  industrialization  program 
was  in  its  infancy,  a heavy  deficit  was  piled  up  through  the  purchase 
of  foreign  machinery  and  supplies.  The  indemnity  which  Japan 
secured  from  China  after  its  first  war  with  that  country  in  1894-95  was 
more  than  enough  to  redress  the  balance.  The  next  fifteen  years  saw 
a repetition  of  the  earlier  trend,  and  at  the  outbreak  of  the  Great  War 
Japan’s  foreign  liabilities  exceeded  its  foreign  credits  by  more  than  a 
billion  yen.  The  war  years  brought  a quick  commercial  prosperity  to 
Japan,  eastern  markets  were  deserted  by  other  exporting  countries,  and 
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by  1919,  the  ratio  had  been  reversed  and  Japan  had  become  a creditor 
nation  to  the  extent  of  more  than  a billion  yen.  Since  1919,  the 
adverse  balance  of  trade  has  been  again  heavy,  and  Japan’s  foreign 
debt  is  today  about  1,400,000,000  yen.  This  is  equivalent  to  a debt  of 
about  22.55  yen  per  capita,  which  in  relation  to  per  capita  national 
wealth  is  one  of  the  largest  in  the  world. 

Financial  and  government  leaders  in  Japan,  faced  with  this  problem, 
have  followed  a determined  policy  in  their  effort  to  find  a solution. 
On  the  one  hand,  they  have  sought  to  restrict  imports,  through  maxi- 
mum utilization  of  domestic  resources  and  through  aggrandizement  of 
the  imperial  boundaries.  On  the  other  hand,  they  have  tried  to  expand 
exports,  in  order  to  secure  the  foreign  credits  needed  to  pay  for  the 
essential  imports.  The  methods  they  have  used  have  differed  widely. 
They  have  all,  however,  been  directed  toward  the  same  goal:  the 
development  of  an  integral  national  unit,  with  a minimum  of  danger- 
ous dependence,  either  in  peace  or  in  war,  on  other  nations. 

Foreign  Purchases — Imports 

We  have  already  seen  that  industrialization  has  necessitated  for 
Japan  large  imports  of  foodstuffs  and  also  of  raw  and  semi-manufac- 
tured materials  for  its  factories.  In  regard  to  the  first,  it  has  been 
possible  to  achieve  a large  measure  of  independence  through  develop- 
ment of  Korea  and  Formosa,  Japan’s  two  largest  colonies.  Of  the 
420,000,000  yen  of  foodstuffs  annually  imported  into  Japan  proper, 
almost  half  at  present  comes  from  these  colonies. In  sugar  and  rice, 
especially,  it  is  expected  that  they  will  be  able  to  supply  more  and 
more  of  the  requirements  of  the  empire.  Japan’s  present  interest  in 
Manchuria  is  intimately  bound  up  with  the  desire  to  extend  this  colonial 
source  of  food  supplies. 

Foodstuffs  do  not  usually  account  for  more  than  15%  of  Japan’s 
imports.  The  largest  item,  amounting  to  70%  of  the  total,  consists  of 
raw  and  semi-manufactured  goods.  By  far  the  largest  single  com- 
modity is  cotton,  grown  only  to  a small  extent  in  Korea  and  an  essen- 
tial raw  material  for  Japan’s  largest  industry,  the  manufacture  of  tex- 
tiles. Most  of  this  cotton  is  purchased  from  the  United  States,  some 
from  China  and  India.  Japan  is  today  the  second  largest  consumer  of 
cotton  in  the  world,  textiles  being  the  largest  item  in  Japan’s  exports, 
and  in  no  single  feature  of  its  national  life  is  Japan’s  dependence  on 
the  outside  world  so  striking. 
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In  many  other  raw  materials,  a poliq?  of  high  tariffs  and  government 
subsidies  to  domestic  industries  has  retarded  the  growth  of  imports. 
Coal,  iron,  steel,  lumber  and  fertilizers  are  essential  to  the  spread  of 
industry  in  any  country,  and  intensive,  protected  development  of  do- 
mestic resources  in  Japan,  meagre  though  they  are,  has  had  real 
results.  With  respect  to  wool  and  petroleum,  Japan  has  less  possi- 
bility of  becoming  independent.  It  must  be  remembered  that  in  regard 
to  all  raw  materials,  Japan’s  problem  lies  rather  in  the  future  than  in 
the  present  supply.  It  is  not  so  much  that  Japanese  industry  is  handi- 
capped by  a lack  of  immediate  supplies,  although  this  is  in  part  true, 
as  it  is  that  industrial  equipment  is  being  built  which  will  soon 
be  forced  to  depend  more  and  more  on  foreign  sources  of  basic 
materials. 

Foreign  Sales — Exports 

While  the  bulk  of  Japan’s  imports,  as  has  been  shown  above,  is  in 
raw  materials  and  foodstuffs,  exports  are  dominated  by  semi-manufac- 
tured and  finished  goods.  Two  commodities  are  here  of  principal 
importance;  raw  silk  and  textiles.  In  1930,  28%  of  Japan’s  total 
exports  were  raw  silk,  95%  of  this  amount  having  been  sold  to  the 
United  States;  55%  of  total  exports  were  manufactured  textiles,  over 
80%  of  which  were  sold  in  Asia,  China  being  the  largest  single 
consumer.*^®’ 

To  expand  these  exports  has  proved  an  even  more  difficult  task  than 
to  restrict  imports,  involving  as  it  does  all  the  competitive  forces  of 
world  trade.  The  United  States  tariff  and  the  Chinese  boycott  are 
primary  factors  in  this  problem.  All  of  Japan’s  business  leaders  have 
realized  that  this  expansion  of  industrial  production  demanded  access 
to  world  markets  and  particularly  to  the  potential  purchasing  power  of 
China.  With  the  intensification  of  economic  nationalism  that  has  fol- 
lowed the  Great  War,  however,  and  with  the  increasing  aggravation  of 
relations  with  China,  there  has  been  no  simple  solution  available.  The 
Hawley-Smoot  tariff,  passed  by  the  United  States  in  1930,  was  fol- 
lowed by  retaliatory  tariff  increases  in  Japan,  just  as  the  Chinese  boy- 
cott of  Japanese  goods  in  1931  was  followed  by  the  attack  on  Shanghai, 
and  in  neither  case  has  the  remedy  been  effective. 

CONTROL  OF  POWER  IN  JAPAN 

The  Japanese  statesmen  who  in  1868  laid  the  groundwork  of  modern 
Japan  could  not  have  been  expected  to  see  in  advance  the  political 
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consequences  of  such  a sudden  shift  from  an  agricultural  to  an  indus- 
trial economy.  Some  of  these  consequences  in  the  international  field 
have  just  been  described.  We  must  now  consider  some  of  the  domestic 
results  of  this  great  change,  some  of  the  new  social  interests  and  forces 
which  have  been  created  by  it  and  which  are  of  basic  importance  in 
imderstanding  Japan’s  present  policy. 

The  structure  of  capitalism  was  created  in  Japan  as  it  were  over- 
night, by  the  Restoration  of  1868  and  the  sudden  industrial  revolution 
which  followed  it.  There  was  no  drawn-out  transitional  period  in 
which  feudal  relationships  adjusted  themselves,  as  in  Europe,  to  the 
new  conditions.  Like  the  Japanese  Constitution  or  its  military  tech- 
nique, the  corporate  form  of  industrial  control  and  the  complicated 
property  relationships  which  gather  around  it  were  transplanted  to 
Japan  at  one  stroke.  Those  clans  and  families  which  had  accumulated 
small  amounts  of  capital  or  which  were  more  ambitious  and  aggres- 
sive than  others  imported  spinning  machines  from  Lancashire  and  iron 
foundries  from  Germany  and  became  immediately  the  economic  masters 
of  the  new  nation. 

The  result  of  this  has  been  a concentration  of  economic  control  more 
sharp  and  pronounced  perhaps  than  in  any  other  country  of  the  world. 
Exact  statistics  concerning  this  are  not  available.  Two  families,  the 
Mitsui  and  the  Mitsubishi,  are  popularly  known  as  the  titans  of 
Japanese  finance  and  industry,  and  a group  of  others,  the  Yasuda, 
Asano,  Shibusawa,  Sumitomo,  Okura,  and  Suzuki,  are  only  a little  less 
powerful.  Formed  often  by  the  coalition  of  several  families,  these 
groups  exercise  today  a dominating  influence  over  all  of  Japan’s  indus- 
trial activity.  One  of  the  Mitsui  interests,  the  Mitsui  Bussan,  handles 
about  17.5%  of  Japan’s  total  foreign  trade  and  as  much  as  80%  of  the 
trade  in  some  commodities  like  wool.  The  companies  which  are  direct 
enterprises  of  this  family  have  assets  of  over  $600,000,000.  In  almost 
every  industry,  in  communications  and  in  banking,  these  groups  play  a 
decisive  role.  Eight  families,  it  was  recently  estimated,  control  37.6% 
of  all  the  bank  deposits  of  Japan,  72.9%  of  all  the  trust  properties  and 
25.9%  of  the  liability  reserves  of  insurance  companies. 

Industry  and  Finance 

Under  such  circumstances  there  has  grown  up  in  Japan  no  middle 
class  comparable  to  the  middle  class  in  the  United  States  or  in  Europe. 
Even  the  smaller  entrepreneurs  have  tended  to  disappear  in  the  process 
of  amalgamation  and  cartellization  which  has  developed  rapidly. 
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Periods  of  depression,  such  as  those  which  followed  the  earthquake 
of  1923  or  the  banking  panic  of  1927,  have  resulted  in  widespread 
amalgamation  of  the  weaker  with  the  stronger  industrial  concerns.  In 
the  textile  industry,  for  example,  three  mill  combines  control  60%  of 
the  total  production  capacity,  and  five  other  firms  account  for  more 
than  another  These  companies  are  organized  on  a tremendous 

scale,  the  same  concern  buying  raw  cotton  in  Texas,  shipping  it  to 
Japan,  putting  it  through  every  process  of  manufacture,  shipping  it 
again  to  China  and  finally  selling  it  in  inland  towns  to  the  actual  con- 
sumer. The  absorption  by  such  companies  of  their  weaker  competitors 
is  inevitable.  In  the  second  half  of  1931,  the  textile  industry  of  Japan 
paid  a dividend  of  9A%.  Of  the  60  firms  belonging  to  the  Japan 
Cotton-Spinners’  Association,  however,  23  firms  paid  no  dividend  at 
all.'^®’  Only  the  strong  companies,  in  other  words,  could  successfully 
meet  the  Chinese  boycott  and  the  Indian  tariff,  and  the  weaker  entre- 
preneurs were  doomed  to  extinction. 

In  other  industries,  the  same  situation  is  to  be  found.  The  Yawata 
Steel  Works,  owned  by  the  government,  produced  in  one  plant  between 
75  and  80%  of  Japan’s  domestic  output  of  pig  iron  and  about  58%  of 
its  steel. 

Among  these  powerful  groups  of  family  interests,  there  is  an  inten- 
sive competition  for  markets.  The  most  persistent  division  has  prob- 
ably been  between  the  heavy  industrial  interests,  on  the  one  hand,  and 
the  manufacturing  and  trading  concerns  centered  in  Osaka  on  the  other 
hand.  In  foreign  policy,  for  example,  until  1931,  it  was  commonly 
assumed  that  the  interest  of  the  first  group  lay  in  Securing  control  of 
Manchurian  iron  and  coal  deposits  while  the  latter  group  was  said  to 
be  more  interested  in  preserving  the  Chinese  market  for  their  manu- 
factured goods.  Few  signs,  however,  have  been  apparent  since  1931 
of  any  political  differences  between  them. 

The  key  company  in  each  of  Japan’s  industrial  giants  is  the  bank. 
The  very  nature  of  Japan’s  industrial  problem,  the  kernel  of  which  lies 
in  the  purchase  of  foreign  materials  and  their  sale  in  finished  form  in 
foreign  markets,  involves  a speculative  risk  on  prices  which  gives  these 
banks  their  principal  function.  Political  activities,  also,  the  struggle 
for  protective  tariff  schedules,  for  government  subsidies  and  for  Treas- 
ury loans  which  have  been  of  decisive  importance  in  the  establishment 
of  Japanese  industry,  have  been  carried  on  for  the  most  part  through 
the  banking  affiliations  of  the  industrialists. 
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Agriculture  and  Small  Trade 

The  Japanese  Department  of  Finance  has  estimated  that  "non- 
propertied  families”  owning  property  of  less  than  $500  or  an  annual 
income  of  less  than  $400,  comprise  84.6%  of  the  population. 
Whether  factory  workers,  small  merchants  or  farmers,  these  people 
own  a relatively  small  share  of  Japan’s  national  wealth,  even  in  the 
aggregate.  The  political  consequences  of  this  distribution  of  wealth 
are  illustrated  by  the  fact  that  the  excises  and  indirect  taxes,  which  are 
paid  by  all  consumers,  contribute  57%  of  the  national  budget,  while 
only  43%  is  paid  through  taxes  on  various  forms  of  income  and 
property. 

Perhaps  the  most  striking  example  of  this  distribution  problem  is  to 
be  found  in  agriculture.  The  agrarian  reforms  of  1868  resulted  in 
large-scale  redivision  of  the  land  formerly  owned  by  feudal  barons. 
At  the  present  time,  however,  of  the  five  and  one-half  million  families 
engaged  in  farming,  only  30%  own  all  the  land  they  till.  Another 
30%  own  no  land  at  all,  while  40%  are  forced  to  lease  a portion  of  the 
land  they  farm.'^^^ 

These  tenants,  wholly  or  partially  landless,  pay  to  their  landlords 
a feudal  rack-rent  which  amounts  sometimes  to  two-thirds  of  the  gross 
produce  of  their  holdings.  There  has  resulted  what  Dr.  Inazo  Nitobe 
has  called  "a  serious  conflict  between  the  two  classes  recalling  many 
phases  of  the  days  of  the  Irish  Land  League.” The  growth  of 
industry  in  Japan  has  not  helped  this  situation.  In  1917,  there  were 
85  cases  of  dispute  over  agricultural  rents;  in  1931,  there  were  more 
than  5,000.^^“*^  Government  efforts  to  improve'  the  lot  of  the  farmers 
have  only  too  often  resulted  in  burying  them  under  debts  which  they 
have  no  hope  of  paying.  The  present  indebtedness  of  the  Japanese 
farmers  is  estimated  at  6 billion  yen,  an  amount  roughly  equal  to  the 
entire  national  debt.^^^^  This  constitutes  a debt  of  over  800  yen  for 
each  farming  family. 

It  is  clear,  then,  that  industrialization  in  Japan  has  not  automati- 
cally solved  the  problem  of  distribution  of  wealth.  It  is  impossible  to 
state  with  precision  the  exact  effects  of  industrialization  on  the  stand- 
ard of  living  of  the  Japanese  people.  Such  attempts  as  have  been 
made  seem  to  prove  that  more  and  better  food  and  clothing  are  con- 
sumed per  capita  today  than  before  the  industrial  revolution  was  intro- 
duced. It  is  at  the  same  time  possible  that  the  inequality  of  distribu- 
tion at  the  present  time  exceeds  that  of  feudal  Japan. 
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The  Depression 

Since  the  prosperity  of  1915-17,  the  urgency  of  some  of  these  prob- 
lems has  become  more  and  more  real  to  Japanese  leaders.  The  expen- 
sive Siberian  intervention  of  1918-1922,  the  earthquake  of  1923,  increas- 
ingly strained  relations  with  the  great  markets  of  China  and  the 
domestic  banking  panic  of  1927  were  precursors  for  Japan  of  the 
world-wide  economic  depression  beginning  in  1929.  The  international 
epidemic  of  tariff  increases  threatened  Japanese  exports  in  all  parts  of 
the  world.  There  were  some  who  saw  the  shadow  of  future  Soviet 
competition  in  the  commerce  of  Asia,  and  domestic  political  distur- 
bances in  China  with  the  growing  momentum  of  the  Chinese  boycott 
were  not  encouraging  to  Japanese  business.  Domestic  discontent 
within  Japan  had  previously  found  expression  only  in  a weak  trade- 
union  movement,  sporadic  agrarian  riots  and  a strenuously  suppressed 
communist  movement.  The  family  system  and  the  agricultural  regions 
provided  a cushion  against  the  shock  of  unemployment.  The  balance 
of  international  trade  continued  to  be  heavily  against  Japan,  however, 
the  large  credit  balances  accumulated  during  the  war  were  exhausted, 
and  the  depression  itself  struck  early  at  the  foreign  trade  on  which 
Japan  depended.  The  prices  of  rice  and  silk  dropped  to  unprecedented 
levels,  factories  were  closed  down,  the  burden  of  agricultural  debt 
became  enormous. With  no  organization  and  no  program  there 
was  a growing  discontent  among  unemployed  workers  and  debt-ridden 
farmers. 


THE  RISE  OF  FASCISM 

Because  of  purely  Japanese  conditions  and  traditions,  one  of  the 
centers  of  this  discontent  was  the  army.  Its  young  officers  were  re- 
cruited largely  from  country  districts.  Trained  in  a discipline  which 
reveres  the  Emperor  and  the  interests  of  his  empire  above  everything 
else,  they  provided  a fertile  field  for  agitation  and  propaganda  against 
the  capitalist  factions  and  the  parties  which  were  considered  their 
political  puppets.  Corrupt  elections,  political  scandals,  government 
subsidies  to  powerful  industrial  interests  became  the  focus  of  attack. 
The  structure  of  parliamentary  government,  not  indigenous  to  Japan, 
was  itself  challenged.  The  movement  was  inchoate,  unofficial,  and 
partly  underground,  but  even  before  September  18,  1931,  it  had 
resorted  to  one  of  its  most  frequent  weapons,  political  assassination. 

This  movement,  although  it  is  commonly  called  Fascist,  is  by  no 
means  a copy  of  similar  movements  in  western  Europe.  Growing  out 
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of  specific  conditions  in  Japan,  it  inevitably  bears  a peculiarly  Japanese 
character.  Some  of  its  supporters  have  been  recruited  from  conserva- 
tive groups,  and  it  appears  to  have  found  sufficient  resources  for  con- 
siderable propaganda  work.  In  its  essence,  it  has  been  a protest  against 
the  corruption  of  business  and  political  life.  "This  corruption,”  one 
Japanese  has  written,  "as  it  presents  itself  to  the  popular  imagination, 
is  an  unholy  alliance  between  unprincipled  party  leaders  and  equally 
unprincipled  leaders  of  big  business.  The  party  politicians  work  under 
the  orders  of  their  paymasters,  the  plutocrats,  and  these  orders  are  obvi- 
ously to  serve  the  interests  of  big  business,  while  the  little  man,  and 
particularly  the  farmer,  is  progressively  impoverished.” 

With  the  outbreak  of  the  Manchurian  conflict,  which  was  at  least 
welcomed  if  not  instigated  by  these  army  factions,  the  issues  became 
clearer.  The  South  Manchuria  Railway,  which  had  controlled  Japan’s 
interests  in  Manchuria,  was  considered  the  corrupt  creature  of  capi- 
talist interests,  while  the  army  became,  for  large  sections  of  the  Japanese 
people,  the  agent  of  their  national  salvation.  The  vast  area  of  Man- 
churia, with  its  valuable  resources,  where  Japan  had  fought  two  wars, 
became  a panacea  in  the  public  mind  for  all  its  ills.  Emigration  of 
surplus  workers,  new  factories  and  new  jobs,  great  natural  wealth  for 
the  people  themselves,  these  were  the  tangible  benefits  that  were  seen 
ahead. 

In  Manchuria  itself,  the  victory  of  these  so-called  Fascist  groups  has 
been  complete.  The  administration  of  all  branches  of  Japanese  inter- 
ests there  has  been  placed  in  the  hands  of  men  favorable  to  the  Fascist 
movement  under  the  supervision  of  army  men.  Trial  groups  of  colon- 
ists have  already  been  sent  to  test  the  rigors  of  a Manchurian  winter. 
The  Oriental  Development  Company,  the  South  Manchuria  Railway 
and  the  big  industrial  powers  of  domestic  Japan  have  been  clearly 
warned  that  the  new  country  is  not  to  be  administered,  as  heretofore, 
for  the  payment  of  large  dividends,  but  for  the  solution  of  the  special 
problems  which  press  upon  the  Japanese  people. 

At  home,  the  struggle  has  been  less  clear.  The  Fascist  elements 
have  attracted  considerable  sections  of  support,  from  fanatic  religious 
groups  as  well  as  from  the  more  radical  trade-union  parties.  Political 
assassination,  with  a Premier,  a former  Finance  Minister  and  the  active 
head  of  the  Mitsui  interests  among  its  victims,  left  little  doubt  as  to 
the  orientation  of  the  new  movement.  A coalition  government  has 
been  forced  into  ofiice,  and  some  measure  of  legislative  relief  has  been 
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secured  for  the  unemployed  and  the  farmers.  At  the  same  time,  the 
Fascist  victory  is  by  no  means  complete.  The  movement  itself,  with  its 
roots  in  economic  distress  and  its  political  program  in  such  symbols  as 
the  anti-foreign  "Back  to  Asia”  cry  and  Emperor-worship,  is  in  many 
respects  analogous  to  Fascist  movements  in  western  Europe  and  runs 
the  same  danger  of  being  absorbed  by  the  very  interests  it  opposes. 

JAPANESE  SOLUTIONS 

The  Fascist  program  in  Japan  has  yet  to  be  formulated  in  other  than 
vague  and  general  terms.  Its  principal  doctrines,  those  of  nationalism 
and  socialism,  are  to  be  seen  more  clearly  in  the  program  for  Man- 
churian development  which  is  actively  being  executed  through  the  new 
state  of  "Manchukuo.”  It  represents  that  solution  of  the  present 
impasse  which  is  being  advanced  by  the  army,  which  is  still  in  local 
control,  and  by  the  confused  proletarian  and  military  groups  at  home 
whose  future  power  cannot  be  predicted.  Its  social  and  economic 
background  has  been  considered;  it  remains  to  examine  its  concrete 
program. 

Whether  through  the  nominally- autonomous  state  of  "Manchukuo” 
or  by  annexation,  the  territory  of  Manchuria  is  to  be  developed  as  a 
part  of  Japan.  A complete  customs  union  is  to  be  effected,  and  the 
economic  development  of  the  country  carried  out  without  regard  to  its 
results  for  domestic  capitalists.  The  Kwantung  Garrison,  the  South 
Manchuria  Railway  and  the  administration  of  the  leased  territory  have 
already  been  amalgamated  under  army  control.  Industrial  and  agri- 
cultural enterprise  are  to  be  fostered  and  controlled  by  the  state,  with- 
out the  participation  of  private  capital. 

Large-scale  immigration  of  Japanese  colonists  is  to  be  encouraged 
and  subsidized.  The  development  of  new  crops,  such  as  cotton,  beet 
sugar  and  tobacco,  and  the  erection  of  large  factories  are  designed  to 
provide  employment  for  these  Japanese  who  will  be  protected  against 
the  competition  of  cheap  Chinese  labor.  An  extensive  program  of 
railroad  construction,  public  buildings,  iron  and  steel  development 
and  agriculture  is  expected  to  transform  Manchuria  into  an  extension 
of  Japan  itself,  and  hence,  so  the  Fascists  believe,  a solution  of  those 
Japanese  problems  which  spring  from  scarcity. 

The  plans  of  the  capitalists  are,  naturally,  entirely  different.  In 
their  appraisal  of  the  economic  obstacles  to  Manchurian  development, 
their  past  experience  has  made  them  more  realistic  than  the  Fascist 
leaders,  but  their  program  is  no  less  designed  to  advance  the  interests 
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of  their  class.  Its  most  detailed  formulation  is  to  be  found  in  the  five- 
year  plan  sponsored  by  Jotaro  Yamamoto,  a former  President  of  the 
South  Manchuria  Railway.'®®^  Its  economic  basis,  so  far  as  Manchuria 
is  concerned,  is  the  exploitation  of  Manchurian  raw  materials  and  mar- 
kets through  government-subsidized  but  privately-owned  corporations. 

The  central  point  of  difference  between  the  two  plans  hinges  on  the 
competition  of  Manchurian  products  with  those  of  Japanese  factories. 
It  has  been  estimated  recently  that  the  free  importation  of  coal  from 
Fushun  in  Manchuria,  which  is  not  permitted  at  present,  would  result 
in  the  closing  down  of  nine-tenths  of  the  coal  mines  of  Japan.^®^^  The 
Showa  Iron  Works,  a projected  steel  plant  to  be  built  at  Anshan  in 
Manchuria,  will  menace  directly  the  domestic  steel  industry.  The 
Nitrogen  Fertilizer  Association,  representing  manufacturers  of  am- 
monium sulphate,  has  recently  protested  against  army  plans  for  the 
erection  of  an  air-fixation  plant  near  Mukden,  and  the  Japan  Sugar 
Association,  with  heavy  investments  in  Formosa,  has  passed  a resolution 
opposing  the  plans  for  development  of  sugar  beets  in  Manchuria.'^®’ 

In  addition,  the  industrial  leaders  of  Japan  have  little  cause  to  wel- 
come any  large-scale  exodus  of  workers,  threatening  present  wage 
levels  at  home,  or  in  general  any  plan  which  contemplates  capital 
investments  to  be  secured  from  taxation  of  their  property.  The  present 
status  of  "Manchukuo”  as  an  independent  state  under  a large  measure 
of  Japanese  control  is  to  a large  degree  the  solution  they  would  be  pre- 
pared to  support.  With  a domestic  tariff  designed  to  admit  essential 
raw  materials  and  at  the  same  time  to  protect  Japanese  industry,  the 
development  of  Manchuria  could  proceed  on  the  traditional  technique 
of  colonial  exploitation. 

The  principal  alignment  in  Japan,  then,  in  regard  to  Manchuria 
hinges  on  the  development  of  that  region  through  state  socialism  or 
through  private  capitalism.  The  army  and  Fascist  leaders  clearly  want 
the  new  region  to  be  developed  in  the  interests  of  the  poorer  classes  of 
Japanese.  This  implies  exploitation  of  Manchurian  resources  by  the 
state  itself  and  for  the  benefit  of  Japanese  consumers  and  colonists. 
The  capitalist  leaders  of  Japan,  on  the  other  hand,  see  in  the  economic 
control  of  Manchuria  glorious  opportunities  for  private  profit.  It  is  to 
their  interest  to  develop  Manchuria  in  the  interests  of  the  Japanese 
producer  and  this  implies  preventing  Manchurian  materials  or  goods 
from  competing  with  the  domestic  production  of  Japan  proper. 

The  pressure  of  events  in  Japan  in  past  months  has  inevitably  thrown 
into  relief  the  political  importance  of  these  two  groups.  Both  in  Man- 
churia and  in  Japan,  the  situation  has  presented  issues  so  sharp  that 
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moderate  opinion  has  been  at  a discount.  It  should  not  be  forgotten, 
however,  that  there  is  a growing  body  of  Japanese  opinion  which  is 
allied  neither  with  big  business  interests  nor  with  the  emergent  national 
socialism  which  is  supported  by  the  army.  This  opinion  is  centered  in 
the  universities  and  schools  of  Japan,  but  it  has  had  no  press,  no 
political  power  and  no  clearly  developed  national  tradition  behind  it. 
It  has  been  further  handicapped  by  both  military  and  governmental 
censorship.  At  present,  the  influence  of  these  liberal  groups  appears  so 
completely  in  eclipse  that  it  plays  little  or  no  part  in  the  formation  of 
Japanese  policy. 
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GROUP  INTERESTS  IN  CPIINA 


The  causes  of  Japanese  action  in  Manchuria  in  the  fall  of  1931  and 
of  Japanese  policy  towards  "Manchukuo”  have  been  found  to  He  in 
large  measure  in  the  economic  and  social  conditions  of  Japan.  Analysis 
of  this  domestic  situation  has  revealed  a struggle  between  various 
groups,  the  conflict  having  large  importance  in  the  determination  of 
the  nation’s  policies.  In  the  last  fifteen  months  the  position  of  a small 
group  of  financial  and  industrial  families  has  been  challenged  by  larger, 
but  still  inchoate,  Fascist  elements.  It  is  only  in  relation  to  these 
groups  and  the  roots  of  their  power  in  Japan  that  Japanese  policy  in 
Manchuria  can  be  comprehended. 

In  China,  similarly,  it  is  necessary  to  analyze  the  domestic  circum- 
stances from  which  arise  the  attitudes  toward  Manchuria  of  various 
sections  of  the  Chinese  people.  In  China,  as  in  Japan,  it  will  be  found 
that  the  determination  of  national  policy  depends,  in  reality,  not  on  a 
vague  "national  interest,”  but  on  the  struggle  for  livelihood  of  differ- 
ent groups  and  on  the  forces  at  their  command. 

There  is,  however,  a very  much  clearer  alignment  of  groups  in  Japan 
than  in  China.  It  is  far  easier,  for  instance,  to  trace  the  influence  on 
the  economic  and  social  life  of  Japan  of  the  powerful  banking  families 
mentioned  in  the  previous  chapter  than  it  is  to  estimate  the  degree  to 
which  Shanghai  bankers  penetrate  Chinese  life.  In  like  manner,  the 
farmers  of  Japan  express  themselves  through  various  organizations  and 
public  bodies  to  a far  greater  extent  than  do  the  Chinese  peasantry. 
Although  democratic  institutions  in  Japan  are  such  that  large  portions 
of  the  population  have  little  influence  on  public  policy,  even  the  forms 
of  democratic  government  are  unused  in  China. 

China  cannot  be  regarded  as  a highly  developed  nation  in  the  mod- 
ern sense.  Physical  communications,  such  as  railroads  and  motor 
roads;  commercial  contacts  through  transportation,  credit  and  distribu- 
tion facilities;  and  the  cultural  equipment  of  literacy,  modern  schools, 
newspapers,  and  travel  are  conspicuously  underdeveloped. Because 
of  these  and  other  conditions  which  will  be  suggested  below,  large 
groups  of  the  Chinese  people,  the  farmers  for  instance,  exert  a negative 
rather  than  a positive  pressure  on  the  policies  of  the  nation.  The  few 
and  numerically  restricted  assertive  groups,  therefore,  the  modern 
bankers,  industrialists,  students,  or  feudal  war  lords,  are  able  to  exer- 
cise unusual  influence. 


The  basic  problem  of  China  is  the  same  as  that  of  Japan  or  any 
other  country,  the  distribution  of  the  nation’s  wealth  through  the  con- 
trol of  public  policy.  What  is  the  wealth  of  China?  What  are  the 
resources  available  for  the  livelihood  of  the  total  population  of  China  ? 
How  is  this  wealth  used  and  what  principal  groups  control  its  distri- 
bution ? As  in  the  similar  analysis  of  Japan,  the  answers  to  these  prob- 
lems in  China  will  suggest  the  motives  and  content  of  the  Chinese 
attitude  towards  Manchuria. 


GEOGRAPHY 

China,  as  a geographical  unit,  covers  an  enormous  area,  larger  by 
one-quarter  than  the  United  States.  Its  population,  in  round  numbers, 
is  about  450,000,000  people,  one-quarter  of  all  the  people  in  the 
world.  Approximately  106  people  live  in  every  square  mile,  a popula- 
tion density  which  is  not  very  great  when  compared  with  Japan,  several 
of  the  countries  of  Europe,  and  many  parts  of  the  United  States. 

These  figures,  however,  must  be  very  seriously  qualified.  Large 
border  areas  cannot  be  said  to  belong  to  political  China.  For  a century 
foreign  nations  have  gradually  been  encroaching  on  Chinese  territory; 
the  present  Japanese  action  in  Manchuria  is  merely  the  latest  phase  of 
this  process.  A hundred  years  ago  China  dominated  the  eastern  part 
of  Asia  and  received  varying  forms  of  tribute  from  adjacent  inland 
empires.  With  the  development  of  European  trade  with  China  in  the 
nineteenth  century,  however,  a long  process  of  dismemberment  began. 
In  their  commercial  and  political  expansion.  Occidental  countries  and 
Japan  stripped  China  of  many  of  its  possessions.  Great  Britain  took 
Burma  and  Hongkong,  and  established  a dominating  position  in  Tibet; 
France  annexed  Indo-China,  Japan  took  Formosa  and  Korea  and  is 
now  attempting  to  oust  Chinese  sovereignty  from  Manchuria;  Russia 
has  to  a large  extent  absorbed  Outer  Mongolia.  Some  of  these  regions, 
such  as  Mongolia  and  Tibet,  still  appear  as  parts  of  China  on  the  map, 
but  they  can  no  longer  be  regarded  as  falling  under  the  political  rule 
of  China. 

From  an  economic  point  of  view,  China’s  territory  must  be  still  fur- 
ther reduced.  Professor  George  B.  Cressey  has  estimated  that  98%  of 
China’s  population  lives  in  slightly  over  a third  of  the  total  area  of 
China. It  is  this  portion  of  the  country,  omitting  the  mountainous 
regions  of  North  and  West  Manchuria,  the  Central  Asiatic  steppes  and 
deserts,  and  the  Tibetan  borderland,  that  is  of  particular  concern.  It 
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is  in  this  smaller  area  that  the  Chinese  peasants,  manufacturers,  bank- 
ers, warlords,  and  government  officials  live  and  have  their  economic 
roots. 

The  pressure  of  population  upon  the  economic  resources  of  this  area, 
which  may  be  called  "agricultural  China”  is  very  great.  Only  22%  of 
it  is  under  cultivation  with  the  result  that  1,479  people  must  live  on 
every  ^uare  mile  of  crops.  Certain  districts  within  this  area  have  an 
even  greater  population  pressure.  The  area  around  Changsha  has  an 
estimated  density  of  2,244  people  to  the  square  mile  of  cultivated 
lands;  in  Fukien  province  it  is  around  2,684,  around  Canton,  3,495; 
and  in  southwestern  China,  where  a very  small  proportion  of  the  land 
is  cultivated,  the  figure  rises  to  4,189  people  per  square  mile.^^’  The 
problem  arising  from  this  pressure  of  population  upon  the  resources 
constitutes,  in  the  words  of  Dr.  J.  B.  Condliffe,  formerly  research  sec- 
retary of  the  Institute  of  Pacific  Relations  and  now  a member  of  the 
League  of  Nations  Secretariat,  "China’s  greatest,  most  fundamental  and 
most  pressing  difficulty,  and  stands  in  the  way  of  all  schemes  for  the 
betterment  of  her  economic  life.”'®^ 

POPULATION 

Agriculture  is  overwhelmingly  the  principal  occupation  and  source 
of  livelihood,  80  or  85%  of  the  population  being  directly  depen- 
dent upon  it.  The  land  holding  of  each  farming  family  (of  about  5 
persons)  is  extremely  small,  averaging  about  3l/^  acres,  but  in  heavily 
populated  provinces  falling  to  1 or  11/^  acres.  Each  of  these  tiny 
holdings  is,  in  turn,  subdivided  into  6 or  8 scattered  fields,  making 
economic  production  all  but  impossible.  A further  burden  is  placed 
on  70%  of  the  farmers  in  central  and  southern  portions  of  China  in 
the  exorbitant  rents  they  must  pay  for  the  land  they  till.  These  rents 
combine  with  usury  and  taxes  to  depress  the  living  standards  of  the 
Chinese  peasantry.  In  the  north  areas  of  China  where  about  a third  of 
the  farmers  are  tenants,  this  particular  problem  is  less  acute  than  in 
the  south,  but  it  is  still  important. 

Intermingled  with  the  farmers  in  the  towns  and  country  districts  of 
China  are  many  millions  engaged  in  an  assortment  of  occupations. 
Small  manufacturers  and  retailers  engaged  in  handicraft  and  home 
industry  account  for  more,  numerically,  than  those  engaged  in  modern 
industry.  Workers  in  transportation,  by  junk,  human  or  animal  cara- 
vans, or  rickshaw,  number  several  million  more.  Various  armies,  gov- 
ernment or  other,  absorb  another  large  group.  Officials,  usurers  and 
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landlords  are  scattered  through  the  countryside.  As  yet  scarcely  touched 
by  the  industrial  revolution,  owing  their  economic  power  largely  to  their 
ownership  of  land  or  to  the  manipulation  of  clan  and  family  relation- 
ships, these  classes  along  with  the  small  business  men  form  a kind  of 
feudal  bourgeoisie.'^’ 

At  the  opposite  extreme  from  the  farmers  are  those  elements  in  the 
population  engaged  in  large,  modern  industry,  comprising,  at  most, 
1%  of  the  total  population.  These  large-scale  industries,  moreover, 
are  concentrated  in  the  large  cities  such  as  Shanghai,  Hankow  or  Tient- 
sin which  have  grown  up  along  the  sea-coast  or  along  the  large  rivers  of 
China.  They  have  been  developed  and  are  still  maintained  predomi- 
nantly under  foreign  influence.  The  southern  city  of  Canton  is  the  one 
exception;  it  has  developed  under  Chinese  administration  and  has 
remained  comparatively  free  from  foreign  control. 

The  role  of  the  foreigner  in  developing  China’s  urban  and  industrial 
life  was  a natural  consequence  of  the  expansive  forces  of  the  economic 
systems  of  Great  Britain,  Germany,  France,  the  United  States  and 
Japan.  Strenuously  resisted  at  first  by  the  Chinese  a hundred  years 
ago,  the  foreigners  nevertheless  succeeded  in  establishing  a foothold  in 
China  by  the  use  of  all  the  weapons  at  their  command,  armies  and 
navies,  diplomacy,  and  commercial  penetration.  The  effects  of  this 
forceful  introduction  into  China  of  new  goods,  new  industries,  new 
methods,  ideas  and  institutions,  were  far  reaching.  As  Dr.  J.  B. 
Condliffe  has  written:  "Perhaps  the  most  obvious  and  striking  example 
of  the  disturbance  of  traditional  equilibrium  is  to  be  found  in  the 
effects  of  the  foreign  trade  which  enterprising  individuals  thrust  upon 
the  reluctant  Chinese  people  during  the  last  century.  Opinions  may 
vary  as  to  the  ultimate  effects  of  these  contacts  with  the  outside  world. 
It  is  probable  that  China’s  isolation  must  in  any  case  have  broken 
down,  and  it  is  certain  that  the  process  has  now  gone  so  far  that  the 
only  thing  to  do  is  to  go  on  with  modernization.  But,  both  in  the 
exports  which  have  been  taken  from  China  and  in  the  imports  which 
she  has  received  (as  well  as  in  the  methods  by  which  trade  has  been 
conducted)  there  have  been  imbedded  far-reaching  social  consequences 
which  are  among  the  most  potent  causes  of  her  present  transitional 
difficulties.”'®’ 

In  order  to  carry  on  business  in  a land  where  customs  and  language 
were  so  strange  to  them,  foreign  firms  employed  Chinese  agents  known 
as  compradores.  These  compradores  introduced  foreign  goods  and 


ideas  into  the  interior  of  China  and  formed  the  nucleus  of  a new 
Chinese  business  class.  Along  with  them  there  naturally  developed  a 
group  of  industrial  workers,  clustered  in  the  big  cities.  Wages  did  not 
rise  with  the  increased  productivity  of  the  factories  and  costs  of  living 
gradually  went  up.  Trade  unionism  developed  and  at  its  peak  in  1927 
numbered  about  3,000,000  workers  in  its  ranks. 

It  is  through  these  various  strata  of  Chinese  society  that  the  country’s 
policies  become  formulated.  The  interactions  of  the  desires  of  these 
various  groups  and  the  degree  to  which  certain  of  the  groups  are  able 
to  dominate  the  nation,  determine  its  attitude  towards  questions  of 
national  moment  and,  for  the  present  discussion,  towards  the  Man- 
churian conflict.  It  becomes  necessary,  therefore,  to  examine  the  forces 
represented  by  these  groups,  and  the  importance  to  them  of  the  three 
provinces  of  Manchuria. 


AGRICULTURAL  CHINA 

The  great  mass  of  Chinese  peasants  live  under  conditions  of  conges- 
tion, primitive  agriculture,  and  remoteness  from  the  industrial  forces 
of  the  outer  world.  It  is  these  factors  which  primarily  determine  their 
interest  in  the  Manchurian  conflict.  With  one  important  exception, 
the  majority  of  these  farmers  think  in  political  terms  patterned  directly 
on  the  economic  units  in  which  they  seek  their  livelihood.  These  units, 
as  in  medieval  Europe,  are  held  together  by  an  elaborate  system  of 
loyalties,  to  the  family,  the  village,  or  to  the  interests  of  a dominant 
war  lord.  The  peasants  pay  taxes,  some  of  which  reach  the  national 
treasury  at  Nanking,  and  to  this  extent  they  may  be  said  to  support  the 
policies  of  the  central  government.  This  is  still  far  from  being  a 
wide-spread  popular  support.  Illiteracy,  civil  rebellions,  and  above  all 
the  economic  backwardness  of  the  Chinese  land  have  made  it  impos- 
sible for  the  National  Government  to  enlist  more  than  the  nominal 
allegiance  of  great  masses  of  its  peasant  population. 

Communist  Farmers 

The  important  exception  is  the  threatening  communist  movement. 
The  same  agrarian  conditions  which  make  the  peasantry  as  a whole 
uninterested  in  China’s  foreign  problems  have  turned  certain  groups  of 
farmers  to  open  revolt.  Communists  control  either  completely  or  par- 
tially an  area  of  330,000  square  miles  in  China  with  a population  of 
about  90,000,000.  It  is  significant  that  communism  has  made  most 
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headway  in  those  regions  which  have  the  highest  proportion  of  farm 
tenancy  as  distinct  from  farm  ownership,  namely,  in  central  and  south 
China. 

The  Report  of  the  Lytton  Commission,  realizing  the  importance  of 
this  movement  in  the  background  of  the  Manchurian  conflict,  devoted 
considerable  space  to  the  problem  of  communism  in  China.  It  de- 
scribed the  organization  of  the  movement  as  being  closely  analogous 
to  the  system  of  soviets  developed  in  the  U.  S.  S.  R.  It  goes  on  to  say 
that  "The  programme  of  action  consists  of  the  cancellation  of  debts, 
the  distribution  among  landless  proletarians  and  small  farmers  of  land 
forcibly  seized,  either  from  large  private  owners  or  from  religious  insti- 
tutions, such  as  temples,  monasteries  and  churches.  Taxation  is  sim- 
plified; the  peasants  have  to  contribute  a certain  part  of  the  produce  of 
their  lands.  With  a view  to  the  improvement  of  agriculture,  steps  are 
taken  to  develop  irrigation,  rural  credit  systems,  and  co-operatives. 
Public  schools,  hospitals  and  dispensaries  may  also  be  established. 

"Thus  the  poorest  farmers  derive  considerable  benefit  from  Com- 
munism, whereas  the  rich  and  middle-class  landowners,  merchants  and 
local  gentry  are  completely  ruined,  either  by  immediate  expropriation 
or  by  levies  and  fines,  and,  in  applying  its  agrarian  programme,  the 
Communist  Party  expects  to  gain  the  support  of  the  masses.  In  this 
respect,  its  propaganda  and  action  have  met  with  considerable  success, 
notwithstanding  the  fact  that  Communist  theory  conflicts  with  the 
Chinese  social  system.  Existing  grievances  resulting  from  oppressive 
taxation,  extortion,  usury  and  pillage  by  soldiery  or  bandits  were  fully 
exploited.  Special  slogans  were  employed  for  farmers,  workmen, 
soldiers  and  intellectuals,  with  variations  specially  adapted  to  women. 

"Communism  in  China  not  only  means,  as  in  most  countries  other 
than  the  U.  S.  S.  R.,  either  a political  doctrine  held  by  certain  members 
of  existing  parties,  or  the  organisation  of  a special  party  to  compete 
for  power  with  other  political  parties.  It  has  become  an  actual  rival 
of  the  National  Government.  It  possesses  its  own  law,  army  and  gov- 
ernment, and  its  own  territorial  sphere  of  action.  For  this  state  of 
affairs  there  is  no  parallel  in  any  other  country.  Moreover,  in  China, 
the  disturbance  created  by  the  Communist  war  is  made  more  serious  by 
the  fact  that  the  country  is  going  through  a critical  period  of  internal 
reconstruction,  still  further  complicated  during  the  last  eleven  months 
by  an  external  crisis  of  exceptional  gravity.” 

The  interests  of  the  Chinese  communists  rest  largely  in  the  consoli- 
dation and  territorial  advance  of  their  movement.  These  imply  con- 
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tinuing  the  process  of  rural  reconstruction  which  the  Lytton  Report 
describes,  strengthening  the  communist  organs  of  government,  and 
indoctrinating  the  peasantry  under  their  influence.  It  also  implies  the 
continual  attempt  to  win  over  groups  not  already  in  the  communist 
areas,  such  as  the  factory  workers  in  industrial  centers  of  Hankow, 
Shanghai,  Tientsin  and  Canton,  soldiers  in  the  employ  of  the  govern- 
ment and  of  opposing  war  lords,  and  any  other  groups  where  converts 
can  be  made.  By  this  procedure,  the  communists  hope  not  only  to  gain 
adherents  to  their  ranks,  but  also  to  undermine  and  weaken  their 
opponents. 

During  the  fighting  at  Shanghai  last  winter,  for  instance,  Chiang 
Kai-shek,  recognizing  the  opening  which  he  would  be  giving  the  com- 
munists if  he  withdrew  all  his  armies  from  the  communist  borderland 
and  sent  them  to  Shanghai  to  fight  the  Japanese,  deliberately  withheld 
large  forces.  He  was  openly  accused  by  his  political  opponents  and 
by  excited  student  groups  of  betraying  the  country.  The  Manchurian 
conflict  has,  therefore,  on  the  one  hand  played  into  the  hands  of  the 
communists  by  weakening  the  campaign  of  the  government  against 
them,  and,  on  the  other  hand,  has  been  capitalized  by  the  communists 
to  point  out  the  unscrupulousness  of  the  foreign  imperialist  powers 
and  the  impotence  of  China’s  bourgeois  government. 

The  Non-Communists 

More  farmers,  however,  remain  outside  the  communist  movement 
than  have  wholly  or  partly  affiliated  themselves  with  it.  The  relations 
of  these  non-communists  to  their  district,  provincial,  and  national  gov- 
ernments are  not  in  many  respects  different  from  what  they  were  before 
the  Chinese  Revolution  of  1911,  except  that  conditions  have  been 
unusually  bad  for  the  past  twenty  years.  The  symbol  of  authority 
which  once  rested  in  the  Imperial  Government  has  been  removed  and 
with  it  have  gone  many  of  the  checks  on  the  activities  of  local  officials 
and  militarists.  Since  1911  many  of  the  provinces  and  many  sections 
of  provinces  have  remained  almost  completely  independent  of  the 
national  government.  Those  who  have  led  these  independent  factions 
have  been  impelled  by  different  motives,  but  a condition  of  successful 
control  common  to  ail  the  independent  movements  has  been  financial 
support.  This  has  implied  the  retention  of  as  much  of  the  local  reve- 
nue as  possible  and  in  many  instances  exorbitant  increases  in  tax  rates. 
In  several  cases  the  farmers  have  been  taxed  for  ten  or  twenty  years 
in  advance.  This  situation,  added  to  the  already  low  level  on  which 
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the  farmers  habitually  live  and  to  natural  disasters  such  as  flood  and 
famine  which  are  recurrent  in  China,  has  produced  unbearable  condi- 
tions. Widespread  unemployment  in  agricultural  regions  has  pro- 
duced banditry  and  has  furnished  millions  of  men  to  the  armies.  In 
order  to  pay  these  bandits  or  more  regular  armies,  taxes  have  had  to  be 
increased.  And  so  the  vicious  circle  has  proceeded. 

Not  all  regions  have  been  so  badly  afflicted.  Over  several  provinces 
the  influence  of  the  National  Government  has  been  effective  and  over 
a large  peripheral  area  the  government  has  been  able  in  some  degree 
to  reduce  the  exploitation  of  the  peasants  by  independent  factions.  In 
other  areas  a few  independent  leaders  have  earnestly  tried  to  bring 
about  economic  reconstruction.  Ruthless  taxation  has  in  many  dis- 
tricts been  checked,  self-government  has  been  developed  in  others  so 
as  to  make  it  compatible  with  more  modern  conditions,  important  agri- 
cultural experiments  have  been  made  and  their  results  disseminated, 
and  a number  of  promising  "model  districts”  have  been  established. 
The  fact  nevertheless  remains  that  everywhere  the  lot  of  the  Chinese 
farmer  is  a bad  one.  In  most  cases  he  exerts  no  positive  influence  on 
public  policy. 

Relatives  of  Emigrants 

There  is,  however,  one  section  of  the  country  in  which  the  peasantry 
has  established  close  relations  with  the  land  of  Manchuria.  From  the 
over-crowded  provinces  of  Shantung  and  Hopeh  in  the  last  decade, 
literally  millions  of  peasants  have  emigrated  to  the  more  sparsely  popu- 
lated areas  of  Manchuria.  This  migration  has  been  one  of  the 
greatest,  numerically,  in  all  history.  A reliable  estimate  indicates  that 
in  one  village  alone  in  Hopeh  Province,  13.5%  of  the  total  population 
has  left,  mostly  going  to  Manchuria. Many  of  the  emigrants  have, 
after  a season  or  two  of  work  in  Manchuria,  returned  to  their  native 
villages.  Many  others  have  kept  in  touch  with  relatives  they  left  at 
home,  either  by  letters  or  by  oral  messages  or  by  sending  money  home. 

The  ties  between  the  peasants  in  these  northern  Chinese  provinces 
and  the  settlers  in  Manchuria  are,  therefore,  exceptionally  strong.  To 
the  peasants  who  remain  at  home,  living  in  poverty,  Manchuria  may 
well  be  thought  of  as  a land  of  promise  in  which  they  believe  their 
friends  and  relatives  have  found  better  conditions. 

THE  FEUDAL  BOURGEOISIE 

Above  the  exploited  farmers  in  the  economic  hierarchy  are  the  land- 
owners,  and  the  village  craftsmen,  the  petite  bourgeoisie.  The  place 
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of  this  group  in  Chinese  society  is  well  brought  out  by  Dr.  J.  B. 
Condliffe.  He  indicates  that  the  problem  of  alleviating  the  conditions 
of  the  peasant,  particularly  with  respect  to  redistributing  the  land,  is 
immensely  complicated.  "There  is,”  he  writes,  "naturally  an  extremely 
powerful  and  comparatively  numerous  class  with  a vested  interest,  a 
class,  moreover,  which  is  able  to  take  advantage  of  the  new  knowledge 
and  therefore  to  control  policies  more  than  any  other.  The  govern- 
ment of  China  today  is  in  the  hands  of  representatives  of  this  class, 
working  naturally  in  cooperation  with  the  pioneers  of  business  enter- 
prise in  the  towns.” 

On  many  important  questions  this  "lower  middle  class”  group 
naturally  aligns  itself  with  those  in  higher  economic  levels  rather  than 
with  the  poorer  peasants  and  factory  workers.  They  believe  it  to  be 
to  their  interest  to  keep  the  ownership  of  land  as  it  is  and  to  see  to  it 
that  rents  are  not  reduced.  At  the  same  time  they  are  opposed  to 
increased  taxes  and  to  the  plundering  and  banditry  which  accompany 
weak  government.  The  alignment  of  this  lower  middle  class  group 
with  others  in  China  cannot,  however,  be  as  clearly  determined  as  it 
can  in  more  highly  developed  communities.  In  China,  analysis  is  com- 
plicated by  the  many  personal  loyalties  which  have  survived  from  an 
earlier  period.  The  village  retailer  or  landowner  in  China,  however, 
is  likely  to  limit  his  activities  to  a very  restricted  geographical  area — 
perhaps  to  a group  of  villages  dominated  by  a town  in  which  he  may 
be  an  elder,  or  to  a hsien  (county).  His  opportunities  for  getting  in 
touch  with  the  more  modern,  educated  city  groups  or  with  the  student 
intelligentsia  are  extremely  limited. 

Urban  Intelligentsia 

The  urban  intelligentsia  of  China  may  be  said  to  have  close  affini- 
ties with  this  bourgeoisie.  Its  political  significance,  however,  has  been 
vitally  affected  by  the  disparate  forces  which  have  been  brought  to  bear 
upon  it.  Large  groups  of  students,  especially  those  trained  abroad, 
have  been  absorbed  into  the  new  industrial  and  commercial  life  of 
China.  The  student  movement  itself  has  seemed  to  many  observers  a 
volatile  and  explosive  element  in  national  life,  but  one  which  has  yet 
to  establish  for  itself  a continuing  effectiveness  in  social  or  political 
terms.  Finally,  there  are  some  teachers  and  educators  who  have  in- 
herited the  best  of  national  traditions  and  who  have  studied  the  civili- 
2ations  of  the  west  with  a critical  intelligence.  Scattered  through  China, 
in  teaching  and  in  government  posts,  they  have  small  immediate  power 
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at  present,  but  in  the  long  run  they  may  have  decisive  influence  on 
future  policies. 

War  Lords  and  Officials 

Closely  allied,  both  politically  and  financially,  to  this  middle  class, 
are  the  provincial  officials  and  military  leaders  of  China.  Like  the 
landlords  and  small  traders,  these  groups  ally  themselves  temporarily 
with  the  central  government,  at  the  same  time  being  tied  by  strong 
bonds  of  allegiance  to  more  local  political  movements.  The  result  is 
the  endless  factional  conflict  within  China  which  has  made  the  road  to 
national  unity  so  difficult.  War  lords  and  civil  war  are  results,  in 
China,  of  the  primitive  economy  of  the  land;  they  are  at  the  same  time 
important  obstacles  to  the  altering  of  that  economy.  In  matters  of 
foreign  policy,  it  is  true,  these  factional  leaders  and  the  officialdom  and 
land-holding  gentry  to  which  they  are  allied,  side  most  often  with  the 
Nanking  government.  Their  domestic  policies,  however,  on  taxation 
or  military  affairs,  so  often  conflict  with  those  of  the  central  govern- 
ment that  the  latter  are  deprived  of  necessary  support.  To  all  but  a 
few  of  these  groups,  Manchuria  is  a very  distant  province.  They  are 
willing  to  deplore  the  Japanese  policy  in  strong  resolutions.  To  send 
troops  or  money,  however,  with  which  to  resist  that  policy,  would  have 
little  relevance  to  the  shifting  balance  of  personal  and  financial  loyal- 
ties on  which  their  power  is  based. 

The  Young  Marshal 

Naturally,  the  one  group  of  war-lords  and  officials  which  is  directly 
interested  in  the  present  conflict  is  that  of  the  deposed  rulers  of  Man- 
churia. Marshal  Chang  Hsueh-liang,  the  Young  Marshal,  and  his 
father  before  him  were  the  rulers  of  Manchuria  in  a feudal,  not  a 
modern  sense.  Manchuria  was  their  domain.  Within  the  limits  set  by 
the  power  they  exercised,  the  resources  of  the  region  belonged  to  them. 
There  existed  no  sharp  distinction  between  public  funds  or  the  private 
fortune  of  the  Changs.  The  Salt  Revenue,  for  instance,  was  collected 
by  regular  administrative  bureaus  and  turned  over  to  the  Marshal  and 
his  entourage.  A small  part  of  it  was  remitted  to  the  Nanking  Gov- 
ernment, but  most  of  it  was  retained.  Of  the  latter,  it  is  quite  impos- 
sible to  distinguish  precisely  what  part  went  back  into  public  use  and 
what  part  swelled  the  large  personal  fortune  of  the  ruler. 

Marshal  Chang  Hsueh-liang  withdrew  to  inside  the  Great  Wall  his 
forces  and  followers  and  that  part  of  his  personal  fortune  which  he 
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could  rescue  when  the  Japanese  occupied  Manchuria  in  the  fall  of  1931. 
Manchuria  remained  his  estate,  so  to  speak,  from  which,  in  his  opinion, 
he  had  been  illegally  dispossessed.  His  entire  career  and  fortune  are 
bound  up  with  that  area  and  its  re-occupation  is  essential  to  him/^®> 
Surrounding  him  is  a large  entourage  of  relatives  and  dependents,  lieu- 
tenants and  deputies,  officials  and  land-owners,  whose  fortunes  also 
are  tied  up  with  their  Marshal’s  success  or  failure  in  Manchuria. 

The  effective  power  at  his  command  lies  partly  in  his  control  of  the 
Northeastern  Army,  partly  in  his  present  authority  over  the  North 
China  areas  around  Peiping,  Tientsin  and  Tsinan,  and  partly  in  his 
political  alliance  with  Chiang  Kai-shek  at  Nanking.  His  military 
strength  is  potentially  large,  but  up  to  the  present  he  has  not  openly 
challenged  the  Japanese  army  and  the  extent  to  which  he  is  supporting 
the  volunteer  guerilla  movement  in  Manchuria  is  unknown.  His  power 
in  North  China  produces  revenues  of  importance,  although  the  loss 
of  Manchuria  has  been  a heavy  financial  blow  to  his  interests.  Finally, 
his  most  important  political  asset  is  his  political  and  personal  alliance 
with  General  Chiang  Kai-shek,  the  leader  of  the  National  Government 
of  China.  It  is  through  the  Young  Marshal  that  North  China  and 
Manchuria  were  brought  into  the  nominal  unification  of  China  achieved 
by  Chiang  Kai-shek.  The  last  minute  help  of  a Manchurian  army 
defeated  the  rebellion  in  1930  led  by  northern  war-lords.  The  balance 
of  power  in  North  China,  on  which  depends  the  titular  sovereignty 
over  that  district  by  Nanking,  is  based  on  this  alliance.  Similarly,  the 
Young  Marshal  appears  to  believe  that  his  best  chance  of  regaining  his 
lost  domain  lies  in  his  continued  loyalty  to  General  Chiang  Kai-shek 
and  the  groups  which  support  him. 

THE  INDUSTRIAL  FRINGE 

The  power  of  these  groups,  finally,  must  be  considered.  Although  a 
tiny  fraction  of  China’s  population,  these  merchants,  bankers,  and 
industrialists  who  support  the  Nanking  government  are  the  real  de- 
terminants of  what  is  spoken  of  as  "the  policy  of  China.”  They  have 
given  to  the  National  Government  since  1927  much  of  its  personnel 
and  its  finances,  and  they  have  defined  its  political  objectives. 

The  total  number  of  people  engaged  in  modern  industry  is  probably 
less  than  1%  of  the  population.  By  far  the  greater  part  of  this  figure 
is  made  up  of  industrial  workers.  The  ownership  and  administration 
of  industry  rests  in  the  hands  of  an  exceedingly  small  but  powerful 
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group  deriving  its  strength  mainly  from  the  cities  along  the  seaboard 
and  rivers  of  China. 

Professor  R.  H.  Tawney  divides  industrial  China  into  three  regions: 
"the  ports,  the  hinterland  served  by  railways  and  rivers,  and  the  interior. 
In  the  first,  industrial  capitalism,  historically  a foreign  importation,  is 
of  great  and,  sometimes,  of  preponderant  importance;  in  the  second,  it 
is  growing,  but  it  is  still  in  its  infancy;  in  the  third,  which  is  much  the 
largest,  though  its  impact  from  a distance  is  increasingly  felt,  it  hardly 
exists  as  a localized  force  with  roots  in  the  soil  and  a life  of  its 
own.”^^^^  The  initiative  for  the  conduct  of  public  affairs  in  China 
today  comes  more  from  the  group  in  the  first  region,  the  cities,  than 
from  anywhere  else.  The  business  classes  and  wealthier  groups  in  the 
hinterland,  for  the  most  part,  furnish  substantial  backing  to  these 
leaders. 

In  order  to  comprehend  the  influence  of  this  modern,  capitalist 
group  on  the  determination  of  Chinese  policy,  it  is  necessary  to  dis- 
cover its  relation  to  the  National  Government.  Its  connection  with  the 
growth  of  foreign  trade  has  already  been  described.  With  the  develop- 
ment of  foreign  commerce,  the  power  of  the  compradore  class  grew 
and  extended  into  banking,  shipping,  internal  commerce  and  the  begin- 
nings of  modern  industry.  During  the  political  confusion  which  fol- 
lowed the  revolution  of  1911,  this  class  was  busy  consolidating  its 
economic  position.  It  was  not  until  Dr.  Sun  Yat-sen  had  established 
a relatively  secure  foothold  in  Canton  and  South  China,  that  the  sup- 
port of  these  business  interests  was  swung  to  the  revolutionary  move- 
ment. Freedom  from  foreign  aggression,  internal  peace,  a stable 
political  situation  in  which  trade  could  thrive  were  the  goals  which  it 
was  hoped  to  achieve  through  the  victory  of  the  nationalist  movement. 

THE  NATIONAL  GOVERNMENT 

There  were,  however,  other  and  conflicting  elements  in  this  move- 
ment. The  temporary  alliance  between  Dr.  Sun  and  Russian  com- 
munists provided  a setting  for  the  open  growth  of  radical  organizations, 
both  among  the  peasantry  and  the  new  industrial  proletariat.  At  the 
service  of  both  groups  were  independent  militarists  eager  to  join  any 
successful  movement  from  which  rewards  looked  promising,  and  a few 
military  leaders,  led  by  Chiang  Kai-shek,  who  were  genuinely  patriotic 
as  well  as  ambitious.  During  the  years  between  1924  and  1928,  these 
disparate  groups,  working  together  by  military  and  political  methods, 
achieved  at  least  a nominal  control  of  nearly  the  whole  of  China. 
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There  was,  however,  no  permanent  basis  for  cooperation  between  them. 
Particularly  during  the  last  few  months  of  this  period,  the  radical  and 
conservative  elements  drifted  farther  and  farther  apart,  each  taking 
with  it  important  military  leaders.  Chiang  Kai-shek  affiliated  himself 
more  and  more  with  the  industrial  and  financial  leaders  of  the  cities, 
especially  Shanghai.  Finally,  the  inevitable  break  between  the  two 
factions  came,  and  Chiang  Kai-shek  with  generous  financial  support 
from  Shanghai  bankers  was  able  to  overthrow  the  radical  elements. 
He  and  his  colleagues  then,  in  1927,  set  up  the  National  Government 
at  Nanking  which  has  ever  since  been  the  dominant  political  force  in 
China.  Between  the  radical  and  conservative  extremes  there  were,  as 
one  might  expect,  middle  groups  who  were  satisfied  with  neither  the 
communist  nor  the  Chiang  Kai-shek  alternative.  These  groups,  which 
have  formed  what  is  loosely  known  as  the  Left  Wing  of  the  Nationalist 
Party  (Kuomintang)  have  been  constant  agitators  against  the  National 
Government. 

The  importance  of  the  business  groups  in  the  formation  of  national 
policies,  particularly  foreign  policies,  can  hardly  be  exaggerated.  The 
large  group  of  overseas  merchants  and  bankers,  who  have  prospered 
in  the  South  Seas  as  in  the  United  States,  has  in  large  part  financed  the 
revolution  in  China.  In  that  country  itself,  both  the  old  native-style 
business  groups  and  the  modern  treaty-port  bankers  have  recruited  the 
best  foreign-trained  Chinese  students,  have  learned  the  technique  of 
western  business  methods,  and  have  established  an  economic  position 
which  is  of  very  large  importance  in  the  shaping  of  China’s 
development. 

The  National  Government  at  Nanking  was  given  its  first  chance  by 
Shanghai  bankers  and  has  ever  since  depended  heavily  on  their  finan- 
cial support.  Nearly  $1,000,000,000  silver  has  been  loaned  to  the 
government  through  the  agency  of  these  modern  Shanghai  banks.^^®^ 
The  whole  tone  of  this  government,  since  its  inception,  has  been  con- 
servative, siding  with  the  dominant  economic  groups  on  whose  support 
it  depends.  Dr.  Condliffe  has  described  the  position  of  the  Nanking 
Government  clearly.  "It  is  reasonable  to  conclude,  therefore,  that  by 
a national  political  evolution  the  National  Government  has  swung 
far  to  the  right.  Its  attitude  to  trade  unionism  and  communism,  its 
conciliatory  foreign  policy,  its  use  of  foreign  experts  on  the  recent 
agreement  calling  for  technical  assistance  from  the  League  of  Nations, 
alii  point  in  the  same  direction.  On  the  whole,  it  is  a conservative 
capitalist  reconstruction  that  is  in  prospect  if  the  present  government 
retains  power.”^®”^ 
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THE  MANCHURIAN  STAKE 

The  financial  interest  in  Manchuria  of  these  dominant  groups  was 
potentially  large,  but  in  terms  of  actual  investments,  relatively  small. 
Several  of  the  large  Chinese  banks  had  important  branches  in  Man- 
churia and  a small  amount  of  capital  from  China  proper  financed  Man- 
churian enterprises.  Most  of  the  capital  for  Manchurian  enterprises, 
industries  and  railroads,  however,  came  from  Chinese  in  Manchuria 
itself  or  from  Japanese  sources. At  the  same  time,  the  rapid  growth 
of  Manchurian  trade  and  resources  gave  promise  of  a future  pros- 
perity for  those  provinces,  which  would  inevitably  have  had  large  and 
beneficial  results  for  Chinese  industry.  Diversion  of  portions  of  the 
customs  and  salt  revenues  of  this  region  has  already  been  of  serious 
importance  to  Nanking,  and  there  are  indications  that  China’s  trade 
with  Manchuria  is  certain  to  suffer  heavily. 

The  political  loss  resulting  from  the  Japanese  action  in  Manchuria 
is  for  China’s  rulers  immediate  and  large.  Many  of  their  most  urgent 
political  problems,  such  as  extraterritoriality,  are  bound  up  with  for- 
eign relations.  Either  an  independent  "Manchukuo”  or  the  annexation 
by  Japan  of  that  territory,  would  deal  a severe  blow  to  the  pursuit  of 
complete  Chinese  sovereignty,  free  from  foreign  aggression.  A large 
section  of  the  National  Government’s  support,  among  the  peasants  and 
middle  classes  as  well  as  in  industrial  groups,  has  already  reacted  un- 
favorably to  the  loss  of  prestige  involved  in  the  setting  up  of  the  new 
state. 

Compared  to  the  modern  military,  financial  and  industrial  forces  at 
the  command  of  groups  within  Japan,  the  National  Government  of 
China  and  the  groups  which  give  it  power  are  poorly  equipped  to 
struggle  for  Manchuria.  In  spite  of  the  heroic  resistance  of  the  Chinese 
troops  at  Shanghai,  the  odds  in  any  actual  warfare  between  the  two 
nations  would  probably  be  on  Japan.  In  terms  of  commerce  and 
industry,  it  is  probable  that  either  the  army-Fascist  groups  within  Japan 
or  the  powerful  banking  and  industrial  factions  of  that  country,  granted 
adequate  support  from  Japan,  could  compete  with  their  Chinese  rivals 
at  least  for  some  time.  There  are  two  forces,  however,  on  the  Chinese 
side,  which  are  imponderable  but  enormous.  The  first  is  the  partly 
passive  resistance  to  Japanese  influence  of  the  millions  of  Chinese  emi- 
grants who  make  up  93%  of  the  population  of  Manchuria.  Whether 
they  continue  to  resist  the  new  state  or  not,  they  are  sure  to  constitute 
a problem  which  will  tax  the  strength  of  Japanese  control  to  its  limit. 
The  second  is  the  boycott  of  Japanese  goods  in  China  proper.  Openly 
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supported  by  the  political  party  which  controls  the  government,  this 
boycott  threatens  Japan’s  second  most  important  market  for  manufac- 
tured goods,  namely,  China  south  of  the  Great  Wall.  During  the  first 
nine  months  of  1932,  while  Japan’s  total  exports  rose  over  1931  fig- 
ures by  5.4%,  exports  to  China  fell  by  9%-^^^’  In  South  China,  Japanese 
trade  has  all  but  vanished.  Unlike  the  sporadic  and  untrustworthy 
student  movement,  this  is  a weapon  of  protest  which  is  both  real  and 
effective.  In  gaining  access  to  sources  of  raw  materials  and  markets 
for  manufactured  goods  in  Manchuria,  Japan  may  be  losing  a large 
market  in  the  rest  of  China. 
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INTERNATIONAL  INTERESTS 


Since  the  very  outbreak  of  the  struggle  in  Manchuria,  its  develop- 
ment has  been  watched  and  studied  in  every  important  city  of  the 
world.  Whether  in  Moscow,  in  Geneva  or  in  Washington,  statesmen 
have  been  compelled  both  to  follow  and  to  play  an  active  part  in  the 
conflict  which  has  so  profoundly  disturbed  the  peace  of  the  Far  East  in 
recent  months.  Their  interest  has  been  neither  academic  nor  altruistic; 
it  is  based  on  the  tangled  net-work  of  economic  and  social  forces  that 
tie  together  the  very  edges  of  the  world  today.  M.  Briand  has  said: 
“An  act  of  war  in  any  part  of  the  world  is  an  act  that  injures  the 
interests  of  my  country.”'^’  He,  or  the  statesmen  of  any  other  country, 
might  have  added  that  in  all  probability  it  is  an  act  in  the  ultimate 
causation  of  which  these  respective  material  interests  have  played  a 
real,  if  unacknowledged  part. 

Just  as  in  Japan  and  China,  the  foreign  policies  of  other  countries 
can  be  understood  only  in  the  light  of  the  domestic  forces  which  give 
them  strength.  It  is  often  difficult  to  see  the  genesis  of  certain  ele- 
ments in  these  policies.  The  wide-spread  popular  desire  for  peace,  for 
example,  although  it  is  closely  linked  to  the  system  of  modern  com- 
merce which  demands  settled  and  peaceful  trade  routes,  has  become 
fixed  in  attitudes  and  policies  which  obscure  its  origin.  Similarly,  some 
of  the  laws  and  actions  of  a nation  have  results  abroad  which  make 
them  important  elements  in  foreign  policy,  although  this  is  not  always 
realized  by  the  groups  or  interests  which  support  them.  It  has  already 
been  shown,  for  example,  that  the  Hawley-Smoot  tariff  has  had  impor- 
tant consequences  for  Japan. The  psychological  effect  on  Japan  of 
the  United  States  policy  of  excluding  Japanese  immigrants  has  been 
enormously  important.  The  interests  supporting  such  legislation  thus  be- 
come in  a real  sense  determinants  of  the  Japanese  policy  in  Manchuria. 

FOREIGN  POLICIES  AND  COMMERCE 

Until  the  beginning  of  this  century,  the  interests  of  western  nations 
in  the  Far  East  had  taken  the  form  of  territorial  expansion.  A series 
of  wars  resulted  in  successive  cessions  of  territories,  and  by  1900  the 
principal  nations  of  the  world,  including  the  United  States  in  the 
Philippines,  had  secured  colonies  or  spheres  of  interest  in  the  Far  East, 
mainly  at  the  expense  of  a China  too  weak  to  resist  the  strength  of 
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industrial  technique.  Since  1900,  the  form  of  this  expansion  has  sig- 
nificantly changed.  Many  reasons,  chief  among  which  is  the  enormous 
cost  of  colonial  aggrandizement,  underlie  the  shift  from  colonial  to 
commercial  and  financial  expansion.'®^  With  the  development  of  mod- 
ern industry  in  the  region  of  the  Atlantic,  the  markets  and  raw  mate- 
rials of  the  Pacific  assumed  an  increased  importance.  Rubber  and  silk 
became  necessities  in  the  west,  while  American  exporters  and  British 
factories  tapped  the  rich  markets  of  Japan  and  China.  The  industrial, 
financial  and  commercial  interests  engaged  in  this  exchange  inevitably 
assumed  primary  importance  in  the  shaping  of  national  policies  in  this 
area. 

In  this  latest  phase  of  western  expansion  into  the  Far  East,  the 
United  States  has  played  a leading  role.  Favored  by  geography  over 
their  European  competitors,  American  business  interests  have  also  had 
the  advantages  of  a large  domestic  demand  for  such  staple  products 
as  Asia  could  provide,  and  the  enormous  productive  capacity  of  Ameri- 
can industry.  The  countries  of  western  Europe,  however,  have  not 
lagged  far  behind.  England,  Erance  and  Germany,  in  particular,  have 
developed  important  commercial  and  financial  relations  with  both 
China  and  Japan,  while  manufacturers  in  Belgium  and  Czechoslovakia, 
who  are  among  the  principal  suppliers  of  war  materials  to  the  Far 
East,  bring  even  those  nations  into  direct  relationship  with  Pacific 
politics. 

In  Manchuria  Itself,  the  direct  economic  stake  of  foreign  nations, 
other  than  Japan  and  Russia,  is  not  large.  There  are  few  direct  invest- 
ments, loan  obligations  or  industrial  concessions  controlled  by  west- 
erners. This  area,  however,  accounts  for  one-third  of  China’s  total 
foreign  trade,  and  its  commerce  has  been  growing  about  four  times  as 
rapidly  as  that  of  all  China.  The  Japanese  business  interests  who 
mine  coal  at  Fushun  have  their  foreign  counterpart  in  German  interests 
who  import  soya  beans  and  English  investors  whose  bonds  are  secured 
by  China’s  customs  receipts.  Since  the  Japanese  occupation  of  Man- 
churia, a wide  divergence  of  opinion  is  reported  among  foreign  busi- 
ness men  resident  in  "Manchukuo,”  those  dealing  in  oil  or  automobiles 
being  more  cordial  to  the  new  state  than  interests  which  face  direct 
competition  with  Japanese  producers.^®’  Thus,  the  foreign  policies  of 
western  nations  are  based  not  only  on  the  predominantly  commercial 
interests  of  domestic  business  as  a whole,  but  also  on  the  separate  and 
often  conflicting  interests  of  particular  groups. 
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VESTED  INTEREST  IN  PEACE 


Since  the  war,  and  more  particularly  in  very  recent  years,  a new  ele- 
ment has  come  to  play  an  important  part  in  the  foreign  policies  or 
all  nations.  This  is  the  economic  significance  of  peace,  based  on  the 
need  for  stable  trade  relationships  and  on  a realization  of  the  costly 
aftermath  of  the  last  war.  This  is  bolstered  in  western  nations  by  the 
emotional  horror  which  is  felt  by  many  members  of  the  generation  that 
participated  in  the  struggle  of  1914-18.  Taking  concrete  form  in  the 
League  of  Nations,  the  Nine- Power  Treaty,  or  the  Kellogg  Pact,  this 
new  factor  may  be  operative  at  times  in  conflict  with  other  domestic 
forces,  such  as  the  desire  for  markets.  The  world  depression  has  given 
added  stimulus  to  this  new  force,  with  unbalanced  budgets,  tariff  com- 
petition and  increasing  political  unrest  strengthening  the  opposition  to 
armed  conflict  as  a means  of  settlement  of  international  disputes. 
Japan’s  possible  defection  from  the  League  of  Nations,  for  example, 
serves  at  present  to  link  the  Far  Eastern  policy  of  Great  Britain  to  its 
policy  toward  war  debts,  the  German  demand  for  arms  equality,  and 
other  potential  causes  of  war  in  western  Europe.  Settlement  of  each 
of  these  issues  depends  directly  on  the  strength  and  vitality  of  the 
League  of  Nations.  In  so  far  as  the  Kellogg  Pact,  similarly,  has  become 
an  insurance  of  peace,  it  has  a direct  economic  value  in  itself,  for  those 
nations  which  are  signatories.  The  direct  economic  cost  of  the  Great 
War  to  Japan  was  slight.  Had  it  been  larger,  a resultant  vested  interest 
in  peace  might  have  profoundly  changed  the  course  of  that  nation’s 
policy  in  the  past  year.^^^ 


SOVIET  RUSSIA 

The  neutral  country  most  directly  involved  in  the  Manchurian  strug- 
gle has  been  the  Soviet  Union.  The  centralization  of  control  which 
features  the  national  economy  of  the  U.  S.  S.  R.  renders  the  economic 
background  of  its  governmental  policy  more  unified  and  simple.  It 
is  based,  however,  on  the  same  primary  considerations.  Russia,  too, 
has  a commercial  stake  in  Manchuria.  The  Chinese  Eastern  Railway, 
which  cuts  through  North  Manchuria  and  provides  the  shortest  route 
to  Vladivostok,  represents  an  investment  carried  on  the  balance  sheet 
of  the  company  at  over  $200,000,000.^®’  A growing  trade  in  manufac- 
tured goods  was  being  developed.  Conflict  like  that  which  broke 
out  in  the  fall  of  1931  became,  therefore,  a matter  of  paramount 
importance. 
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The  vested  interest  in  peace  is  no  less  a factor  in  the  making  of 
Soviet  policy  than  in  that  of  western  countries.  The  Great  War,  with 
the  civil  wars  and  intervention  which  followed,  cost  Russia  more 
heavily,  perhaps,  than  any  other  combatant  country.  The  Soviet  Union 
is,  morever,  engaged  in  an  industrial  struggle  at  home  which  demands 
above  everything  else  the  avoidance  of  war.  All  the  energies  and  re- 
sources of  the  country  are  at  present  focused  upon  internal  reconstruc- 
tion. The  difficulties  presented  by  this  reconstruction  are  so  great  that 
external  peace  has  become  for  Soviet  leaders  a prime  necessity.  Leav- 
ing out  of  consideration  the  policy  or  objectives  of  the  Third  Inter- 
national, there  is  little  doubt  that  the  government  of  the  Soviet  Union 
has  treated  the  situation  in  Manchuria  with  the  dangers  and  costs  of 
war  constantly  in  mind.'®’  The  peculiar  difficulties  arising  from  the 
long  distance  between  Moscow  and  Manchuria  and  the  inadequate 
transport  which  could  be  used  in  any  eastern  disturbance  makes  this 
consideration  only  more  acute. 

THE  LYTTON  REPORT 

When  the  League  of  Nations  initiated  its  inquiry  into  the  Man- 
churian problem,  the  Soviet  Union  was  not  invited  to  participate 
directly,  a fact  which,  the  Soviet  government  subsequently  considered, 
made  indirect  collaboration  undesirable.  With  this  single  exception, 
the  most  important  neutral  countries,  the  United  States,  Great  Britain, 
France,  Germany  and  Italy,  were  all  represented.  The  members  of  the 
Commission  were  men  experienced  in  various  aspects  of  diplomatic 
and  colonial  work,  the  Secretariat  included  many  of  the  most  competent 
experts  in  this  field,  and  the  mandate  given  to  the  Commission  was 
broad  enough  to  include  study  of  "any  circumstance  which,  affecting 
international  relations,  threatens  to  disturb  peace  between  China  and 
Japan,  or  the  good  understanding  between  them  on  which  peace 
depends.”'^'” 

The  Commission  spent  more  than  six  months  in  Japan,  China  and 
in  Manchuria.  Evidence  was  collected  directly  on  the  spot  and  both 
the  Chinese  and  Japanese  governments,  through  official  assessors  at- 
tached to  the  Commission,  submitted  additional  data.  The  summary 
of  the  Commission’s  findings  fills  the  first  eight  chapters  of  its  report. 
The  final  two  chapters  contain  the  principles  and  conditions  of  settle- 
ment, and  the  considerations  and  suggestions  of  the  Commission  to  the 
Council  of  the  League  of  Nations. 
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Recommendations 

The  fundamental  character  of  the  international  interest  in  Man- 
churia, as  described  above,  is  recognized  in  the  report.  The  mainte- 
nance of  a real  Open  Door,  with  free  competition  in  the  fields  of  trade, 
investment  and  finance,  is  urged  on  both  Japan  and  China.  Even  the 
interests  of  the  two  conflicting  nations,  however,  have  an  international 
importance.  The  report  states:  "Any  disintegration  of  China  might 
lead,  perhaps  rapidly,  to  serious  international  rivalries,  which  would 
become  all  the  more  bitter  if  they  should  happen  to  coincide  with 
rivalries  between  divergent  social  systems.  Any  loss  of  confidence 
in  the  application  of  the  principles  of  the  Covenant  and  of  the  Pact  of 
Paris  in  any  part  of  the  world  diminishes  the  value  and  efiicacy  of  those 
principles  everywhere. 

On  this  basis,  ten  conditions  of  a satisfactory  solution  are  presented. 
Such  a solution  should  be  compatible  with  the  interests  of  both  Japan 
and  China,  and  should  have  regard  for  the  interests  of  the  U.  S.  S.  R. 
It  should  be  in  conformity  with  the  existing  multilateral  treaties,  and 
it  should  involve  a recognition  of  Japan’s  economic  interests  in  Man- 
churia. New  treaty  relations  between  China  and  Japan  are  recom- 
mended, provision  should  be  made  for  the  prompt  settlement  of  future 
disputes,  and  a large  measure  of  autonomy  should  be  granted  to  Man- 
churia. Internal  order  and  security  against  external  aggression  should 
be  guaranteed,  the  basis  for  an  economic  rapprochement  between 
Japan  and  China  should  be  laid,  and,  finally,  the  nations  of  the  world 
should  cooperate  in  the  internal  reconstruction  of  China  in  order  to 
provide  the  strong  central  government  for  that  country  without  which 
the  other  conditions  cannot  be  fulfilled. 

The  concrete  measures  which  would  embody  these  considerations  are 
suggested  in  the  final  chapter  of  the  report.  They  include  an  advisory 
conference  between  China,  Japan  and  neutrals,  a declaration  by  the 
Chinese  government,  and  a series  of  treaties  between  the  two  coun- 
tries. The  declaration  would  define  the  autonomy  to  be  granted  to 
Manchuria  and  make  provision  for  a special  constabulary  and  a fiscal 
administration,  both  to  be  organized  with  the  help  of  foreign  advisers. 
The  treaties  would  define  Japan’s  economic  interests  in  Manchuria, 
provide  for  arbitration  of  disputes  between  the  two  countries,  and  regu- 
late their  commercial  relations. 

Only  the  most  partisan  critics  of  the  work  of  the  Commission  can 
challenge  the  justice  or  the  honesty  of  these  recommendations.  They 
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grant  to  Japan  considerably  more  than  the  Japanese  Foreign  Office  had 
even  suggested  up  to  September  18,  1931,  and  at  the  same  time  they 
return  to  China  much  of  what  has  been  lost  by  the  creation  of  the  new 
state  of  "Manchukuo.”  Finally,  they  recognize  the  absurdity  of  a 
mere  return  to  the  status  quo  ante,  and  at  the  same  time  do  not 
explicitly  grant  the  legitimacy  of  changes  brought  about  by  force  of 
arms,  thus  saving  at  least  the  prestige  of  the  world’s  peace  machinery. 

EXECUTION  OF  THE  RECOMMENDATIONS 

It  must  not  be  forgotten,  however,  that  in  terms  of  political  reali- 
ties, these  recommendations,  like  those  of  the  Japanese  and  the  Chinese 
"which  have  already  been  considered,  have  the  strength  and  the  weak- 
ness of  the  forces  which  support  them.  The  plans  of  the  Japanese 
Fascist  groups  for  the  settlement  of  this  problem  are  supported  by  an 
efficient  army  and  a growing  domestic  discontent,  just  as  the  solution 
offered  by  the  banking  and  heavy  industry  leaders  of  Japan  is  based 
on  their  control  of  the  purse  strings  and  of  the  established  political 
machinery  of  that  country.  The  dynastic  ambitions  of  Chang  Hsueh- 
liang  to  recover  his  power  are  conditioned  by  the  forces  he  can  enlist 
on  his  side,  while  the  plans  of  the  Shanghai  bankers  are  no  stronger 
than  the  social  and  economic  weapons  available  to  them.  Similarly, 
the  recommendations  of  the  Lytton  Commission  will  prove  to  be  effec- 
tive and  realistic  only  in  measure  as  the  international  forces  which  have 
been  mentioned  earlier  in  this  section  are  able  to  exercise  control. 

A great  many  proposals  have  been  made  for  the  enforcement  of 
these  recommendations.  Broadly  speaking,  they  may  be  grouped  under 
three  principal  headings,  which  must  now  be  considered.  The  first 
rely  on  the  mobilization  of  the  public  opinion  of  the  world  through 
our  new  agencies  of  enforcing  peace,  confident  that  no  single  nation 
can  flaunt  the  moral  judgment  of  the  community  of  nations.  The  sec- 
ond demand  a more  effective  implementation  of  this  moral  judgment, 
their  specific  remedies  running  all  the  way  from  an  embargo  on  ship- 
ments of  arms  to  the  full  economic  sanctions  of  Article  16  of  the 
League  Covenant.  The  third  are  based  on  the  slow  attrition  of  time, 
counting  on  the  eventual  working  out  of  some  sort  of  compromise 
which  will  work  in  a pragmatic  sense. 

International  Public  Opinion 

The  most  prominent  exponent  of  the  first  course  of  action  has  been 
Secretary  of  State  Stimson.  In  the  terms  of  the  Paris  Pact  which  out- 
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lawed  war  as  a measure  for  the  settlement  of  international  disputes, 
he  has  asserted  the  unwillingness  of  his  government  to  recognize  ter- 
ritorial changes  brought  about  in  violation  of  that  agreement.  In 
August,  1932,  speaking  before  the  Council  on  Foreign  Relations  in 
New  York,  he  stated  that  the  Paris  Pact  requires  no  sanctions  of  force. 
"Instead  it  rests  upon  the  sanction  of  public  opinion,  which  can  be 
made  one  of  the  most  potent  sanctions  of  the  world.  ...  Its  efficacy 
depends  upon  the  will  of  the  people  of  the  world  to  make  it  effective. 
If  they  desire  to  make  it  effective,  it  will  be  irresistible.” 

It  is  as  difficult  to  predict  the  possible  effectiveness  of  this  policy  as 
it  is  to  predict  the  future  of  Fascism  in  Japan.  In  a world  beset  witli 
depression,  where  no  country  is  free  to  act  independently  with  impunity, 
it  has  the  advantage  that  it  calls  for  no  direct  action.  Basing  its  appeal 
on  the  highest  ideals  of  humanity  and  on  the  emotional  hunger  for 
peace,  it  has  already  enlisted  the  support  of  large  sections  of  liberal 
and  enlightened  opinion  in  the  world  at  large. 

Two  principal  formulations  of  this  policy  have  already  been  made. 
The  first  is  the  interpretation  that  mutual  consultation  is  necessary  to 
the  operation  of  the  Paris  Pact,  in  order  that  world  public  opinion  may 
be  organized.  The  second  has  been  called  the  policy  of  non-recogni- 
tion, under  the  terms  of  which  the  United  States  will  not  accord  recog- 
nition to  the  state  of  "Manchukuo”  or  to  any  political  changes  made 
in  violation  of  the  Paris  Pact  or  other  international  treaties.  The 
first  of  these  has  been  clearly  stated  by  both  major  political  parties  in 
this  country.  The  second  has  yet  to  be  tested  as  a practical  measure. 
"Moral  disapproval,”  Mr.  Stimson  has  admitted,  "when  it  becomes  the 
disapproval  of  the  whole  world,  takes  on  a significance  hitherto  un- 
known in  international  law.”‘^^’ 

Economic  Sanctions 

Those  who  have  doubted  the  efficacy  of  these  moral  forces  have 
sought  a more  direct  means  of  "giving  teeth”  to  the  machinery  of 
peace.  No  single  method  has  won  the  complete  support  even  of  this 
group.  The  enforcement  of  Article  XVI  of  the  League  Covenant  has 
been  urged,  an  amendment  has  been  proposed  to  the  Paris  Pact  whereby 
all  signatories  would  agree  to  consult  on  measures  to  be  applied  against 
a violator  of  that  Pact,  and  finally  there  have  been  some  who  have 
urged  a popular  and  unofficial  boycott. 

The  enforcement  of  Article  XVI  is  proposed,  naturally,  by  many  in 
China  and  in  those  small  countries  where  the  fear  of  aggression  by  a 
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strong  neighbor  is  rooted  deep  in  national  opinion.  Its  chances  of  suc- 
cess appear  to  be  slight.  The  machinery  of  the  League  of  Nations 
gives  sufficient  weight  to  the  representatives  of  large  powers  to  block 
such  action  if  they  so  desire,  and  the  phrasing  of  the  article  draws  no 
clear  line  between  economic  sanctions  and  measures  of  war.  The 
United  States  and  Soviet  Russia,  the  two  neutral  nations  most  closely 
involved,  are  not  members  of  the  League  of  Nations.  The  task  of 
enforcing  the  sanctions  and  the  danger  of  their  leading  to  war  would 
be  shared  by  too  few  nations  in  the  present  case  to  make  them 
practicable. 

The  second  proposal  has  been  widely  supported  particularly  in  the 
United  States.  It  provides  specifically  for  a protocol,  supplementary 
to  the  Pact  of  Paris,  whereby  its  signatories  "will  engage  themselves, 
in  the  event  of  hostilities,  actual  or  threatened,  promptly  to  consult 
together  with  a view  to  determine  upon  measures  of  non-intercourse 
which  would  be  appropriate  to  prevent  the  threatened  breach  of  the 
Pact,  or  if  it  could  not  be  prevented,  to  end  hostilities  and  to  restore  the 
status  existing  prior  to  the  breach.” It  has  received  no  official 
approval  and,  in  any  case,  could  hardly  be  accomplished  in  time  to 
prove  effective  in  the  Manchurian  conflict.  At  the  same  time  it  has 
been  severely  criticized  in  many  quarters  and  the  difficulties  have  been 
shown  of  defining  an  aggressor  and  of  preventing  economic  sanctions 
from  growing  into  war.^^®’  The  third  proposal,  that  of  an  unofficial, 
popular  boycott  of  Japan,  has  had  an  equally  small  measure  of  actual 
success.  The  remoteness  of  the  conflict  and  the  difficulty  of  organizing 
popular  response  throughout  the  world  are  likely  to  prevent  its  becom- 
ing an  important  movement. 

Attrition 

Finally,  it  is  necessary  to  consider  the  opinion  of  those  who  prefer 
to  leave  this  conflict  to  the  ultimate  solution  brought  by  time  and 
exhaustion.  Approving  the  Lytton  recommendations,  those  who  take 
this  position  believe  that  the  winter  snows  of  Manchuria  and  the  bud- 
getary deficit  of  Japan  will  do  more  to  temper  the  Japanese  demands 
than  any  measures  to  be  taken  at  Geneva,  and  that  the  historical  ca- 
pacity of  the  Chinese  people  to  absorb  their  conquerors  will  bring  the 
only  lasting  solution.  This  is  a proposal,  naturally,  which  has  been 
advanced  by  observers  rather  than  by  statesmen  or  others  interested  in 
furthering  the  solution  of  international  conflict.  It  implies  a helpless- 
ness on  the  part  of  human  agencies  of  control  which  renders  it  less  a 
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proposal  than  a prophecy.  At  the  same  time,  it  is  significant  because 
of  the  degree  to  which  it  underlies  even  the  more  active  plans  for  the 
enforcement  of  the  Lytton  recommendations.  It  must,  indeed,  have 
been  present  even  in  the  minds  of  the  members  of  the  Lytton  Commis- 
sion. It  may  be  summed  up  by  the  realistic,  if  desperate,  claim  which 
has  been  made  by  statesmen  sponsoring  the  Report,  that  they  have 
provided  a formula  which  will  be  available  when  Japan  and  China  are 
brought  by  other  forces  and  causes  to  the  point  of  desiring  it.'^^^ 

It  is  difficult  to  escape  the  conclusion  that  none  of  the  international 
proposals  for  solution  are  backed  by  forces  as  effective  as  those  imme- 
diately operative  at  the  scene  of  the  conflict.  The  moral  disapproval 
of  the  entire  world  was  focused  on  Japan  in  1931,  and  yet  the  domestic 
forces  operating  through  the  army  carried  forward  the  occupation  of 
a large  alien  territory  almost  without  a halt.  At  the  same  time,  it 
remains  true  that  the  social  and  economic  power  of  international  com- 
merce and  of  the  vested  interest  in  peace,  as  has  been  shown  above,  is 
potentially  enormous.  For  many,  this  situation  must  inevitably  give  rise 
to  a suspicion  that  the  accepted  machinery  of  international  relations  is 
relatively  unrelated  to  the  realities  with  which  it  deals.  It  may  be  true 
to  say  that  the  declarations  of  American  and  European  statesmen  in  the 
past  eighteen  months  have  failed  to  represent  the  situation  in  their 
countries  any  more  completely  than  the  declarations  in  1931  of  the 
Japanese  Foreign  Office  represented  the  true  situation  in  Japan.  The 
Lytton  Commission  has  reported  that  it  tried  to  enable  the  League  of 
Nations  "to  settle  the  dispute  consistently  with  the  honour,  dignity  and 
national  interest  of  both  the  contending  parties.” If  few  of  the  pri- 
mary, impelling  forces  that  brought  about  the  conflict  are  included  in 
this  trinity,  the  settlement  can  hardly  be  expected  to  be  permanently 
effective. 


SOURCES  QUOTED  — THE  REST  OF  THE  WORLD 

(1)  Quoted  by  Secretary  Stimson,  New  York  Times,  August  8,  1932. 

(2)  Cf.  p.  12. 

(2)  Cf.  J.  V.  A.  MacMurray,  Treaties  and  Agreements  With  and  Concerning  China,  1894- 
1919,  Oxford,  1921,  preface. 

(4)  The  Manchuria  Year  Book  1931,  Toa-Keizai  Chosakyoku,  Tokyo,  1931,  p.  279. 

(5)  Dr.  Herbert  Feis,  The  International  Trade  of  Manchuria,  International  Conciliation 

Pamphlet  No.  269.  New  York,  1931,  pp.  20,  21. 

(6)  Cf.  Trans-Pacific,  Tokyo,  November  10,  1932,  p.  5. 

(7)  Cf.  Yasaka  Takaki,  "World  Peace  Machinery  and  the  Asia  Monroe  Doctrine,”  Pacific 

Affairs,  Vol.  V,  No.  11,  November,  1932,  p.  943. 

(2)  Statistical  Yearbook  1931,  Chinese  Eastern  Railway,  Harbin,  1931,  p.  49. 

(9)  Cf.  Walter  Duranty,  New  York  Times,  August  29,  1932. 


• 44  • 


(10)  Report  of  the  Commission  of  Enquiry,  p.  7. 

(11)  Ibid,  p.  129. 

(12)  J^ew  York  Times,  August  8,  1932. 

(13)  Stated  in  identic  notes  to  Japan  and  China,  New  York  Herald  Tribune,  January  8, 

1932. 

(14)  New  York  Times,  August  8,  1932. 

(13)  Evans  Clark,  Editor,  Boycotts  and  Peace.  New  York,  1932,  p.  8. 

(16)  Cf.  letter  of  Senator  Borah,  New  York  Times,  March  13,  1932;  New  Republic,  April 

13,  1932;  Jerome  D.  Greene,  The  United  States  and  the  Situation  in  the  Far 
East,  International  Conciliation  Pamphlet  No.  281,  New  York,  1932,  p.  283. 

(17)  See,  for  example,  Walter  Lippmann,  New  York  Herald  Tribune,  (October  5,  1932 
(13)  Report  of  the  Commission  of  Enquiry,  p.  127. 


OTHER  PUBLICATIONS 


I.  P.  R.  Memoranda,  Annual  Subscription $2.00 

A series  of  short,  authoritative,  readable  bulletins  on  problems  in 
the  Pacific  area  which  are  of  vital  importance  to  the  American  pub- 
lic. The  1932  series  dealt  with  such  subjects  as  our  trade  with 
China  and  Japan,  the  Chinese  boycott.  Communism  in  China,  the 
Lytton  Report,  Orientals  in  the  United  States,  etc.  Issued  fort- 
nightly. (Single  copies  10^  each.) 

Problems  of  the  Pacific  1931,  Edited  by  Bruno  Lasker 5.00 

The  proceedings  of  the  Fourth  Biennial  Conference  of  the  Institute 
of  Pacific  Relations  in  Shanghai,  China,  October,  1931.  (University 
of  Chicago  Press,  1932.  560  pages.) 


Institute  of  Pacific  Relations  Publications  List 10 

A bibliography  of  175  titles  on  the  economic,  political  and  cultural 
problems  of  the  Pacific  area. 

Conflict  in  the  Far  East,  1931-32 25 


A short  pamphlet  clarifying  America’s  cultural,  economic  and  politi- 
cal stake  in  the  Far  East,  the  course  and  causes  of  the  Manchurian 
controversy,  the  attitude  of  the  United  States  toward  the  League  of 
Nations,  and  the  nature  of  the  various  solutions  of  the  conflict 
which  have  been  proposed. 

The  Conflict  Around  Manchuria  and  America’s  Part  in  It  .50 
A study  course  in  six  parts  for  American  women  prepared  with  text, 
source  quotations,  reading  references,  topics  for  reports  and  ques- 
tions for  discussion  (mimeographed).  (To  be  used  with  Conflict 
in  the  Far  East,  1931-32,  Behind  the  Manchurian  Conflict  and  the 
L)i:ton  Report.) 


AMERICAN  COUNCIL 
INSTITUTE  OF  PACIFIC  RELATIONS 
129  East  52nd  Street 

NEW  YORK  CITY 

San  Francisco  Office;  1101  Claus  Spreckels  Building 


• 46  • 


I.  P.  R.  MEMORANDA,  VOLUME  1,  1932 


Titles  Pages 

1.  United  States  Trade  with  Japan. 2 

2.  Embargo  or  Boycott  of  Japan 3 

3.  United  States  Trade  with  China.. 3 

4.  Chinese  Boycott  of  Japanese  Goods. 3 

5.  Soviet-Japanese  Fisheries 3 

6.  Iron  and  Steel  in  Japan  and  Manchuria 4 

7.  Soya  Beans 3 

8.  Communism  in  China  A 4 

9.  Communism  in  China  B 3 

10.  Communism  in  China  C (with  Map) 4 

11.  Japan’s  Foreign  Financial  Problems. 3 

12.  Pacific  Trade  of  British  Dominions 4 

13.  Oriental  Residents  in  Continental  United  States 4 

14.  Outer  Mongolia  3 

15.  Japanese  Migration  Policies 4 

16.  Cable  Communications  in  the  Pacific.  .. 3 

17.  Soviet  Industrialization  Program  in  Siberia... 4 

18.  Chinese  Government  Domestic  Loans 3 

19.  Report  of  the  Lytton  Commission 6 

20.  Ottawa  Conference  and  Pacific  Trade 4 

21.  Manchurian  Revenues  and  the  Chinese  Government 

Budget  3 

22.  Soviet  Trade  in  the  Pacific. 4 

23.  Radio  Communications  in  the  Pacific 3 

These  short  bulletins  may  he  obtained  for  10  cents  a copy. 

AMERICAN  COUNCIL 
INSTITUTE  OF  PACIFIC  RELATIONS 
129  East  52nd  Street 

NEW  YORK  QTY 


• 47  • 


. :!.-  ;v'!'^:.  .,-r  ■''^•5i».:. 


'i'pi: 


‘ ' *'»  i»»*  i»'S  - 


i''\:  • 


-5 '•  '■■■:ri'  •: 


